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GOVERNMENT COMPETITION WITH PRIVATE 
BUSINESS 


TUESDAY, APRIL 16, 1957 


Untrep States SENATE, 
SeLecr CoMMITTEE ON SMALL BUSINESS, 
SUBCOMMITTEE ON RELATIONS OF Bustness WitrH GOVERNMENT, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room P-38, 
United States Capitol, Senator Edward J. Thye presiding. 

Present : Senators Thye and Monroney. 

Also present: Wiley Messick, counsel; and William D. Amis, pro- 
fessional staff member. 

Senator Tre. If we may please come to order. 

We are here this morning to determine what has been done in re- 
cent months to eliminate Government competition with private enter- 
prise. This committee has held hearings and has made recommenda- 
tions on this subject on numerous occasions. We have always en- 
couraged Government agencies to develop a realistic program de- 
signed to reduce such competition to a minimum. Although some 
progress has been made in recent years, it is apparent that much work 
remains to be done. 

Most federally operated business enterprises have developed in 
periods of emergency. World Wars I and II witnessed the birth of 
most of those enterprises. Unfortunately for the health of our free 
economy, however, those emergency undertakings were not made sub- 
ject to automatic post-emergency dissolution provisions. Conse- 
quently, a large proportion of them continue to exist. 

In 1933 a special committee of the House reported that 232 busi- 
ness-type operations were being carried on by the Federal Govern- 
ment as carry-overs from World War I. More recently the Hoover 
Commission concluded that the number of Government commercial- 
and industrial-type facilities within the Defense Department alone 
probably exceeded 2,500. The Commission did not venture a guess 
as to the number of business-type activities carried on by the civilian 
agencies of our Federal Government. 

Last year the Bureau of the Budget published the first compre- 
hensive inventory of all commercial-industrial activities of the Ber 
ernment. The survey produced the astounding information that the 
Federal Government owned 19,711 business-type facilities which it 
operated or contracted with private parties to operate, that 10 per- 
cent of all Federal workers were employed in these facilities, and that 
the total Federal investment therein was $11.8 billion—a figure equal 
to the combined assets of General Motors and U. S. Steel at the end of 
1955. 
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The Bureau of the Budget and the Hoover Commission have listed 
such varied Government enterprises as tree and garden nurseries, 
aluminum sweating and coffee roasting plants, bakeries, automotive re- 
pair shops, laundries, dry-cleaning establishments, mining facilities, 
and furniture-making plants. For valid reasons of national security 
there are a few business-type products and services that must be pro- 
duced and performed by Sisioment agencies. Our duty, as legis- 
lative representatives of a people who believe in a free enterprise 
economy, is to see that this Government participation and competi- 
tion in business is kept to an absolute minimum. 

Government enterprises usually pay no interest on their capital 
investment, pay no taxes—Federal, State, or local—and fail to con- 
sider executive payrolls as a part of operating expenses. It is no 
surprise, therefore, that they are able in some instances to show a 
paper profit. When the loss in potential taxes from private firms 
and all the hidden costs are considered, then very few Government 
operations can show a genuine profit. This brings me to a point that 
I cannot emphasize too strongly. 

Government operation of business-type enterprises is so completely 
contrary to the American concept of a free enterprise economy that, 
in my opinion, profit, paper or real, cannot alone justify the con- 
tinued operation of a Government facility. For the same reason it is 
seldom that comparative cost figures for specific goods and services 
can justify continued use of Government business-type facilities to the 
exclusion of private enterprise. 

The Bureau of the Budget and the Department of Defense have 
from time to time issued directives for the reduction of Government 
competition with business. In my judgment the directives are a 
step in the right direction. We expect to learn through this hearing 
just what has been accomplished under the directives and what plans 
have been made to implement them further. 

This committee feels that our national economy and, particularly, 
the small-business segment of the economy will be strengthened by 
the elimination of every possible Government facility in competition 
with business. 

The committee is today focusing its attention upon Government 
competition with business firms in the paint industry. We expect, 
however, that testimony about conditions in this industry will give 
us indications of conditions that exist throughout many other in- 
dustries. 

We shall hear from two manufacturer members of the National 
Paint, Varnish and Lacquer Association, Mr. Ralph Everett, execu- 
tive vice president of the M. J. Merkin Paint Co. of New York and 
Mr. Waldo Utley, president of the Prisma Products Corp. of New 
Orleans, La., and from Mr. Daniel L. Boland, the association’s coun- 
sel. We are glad to have these gentlemen with us and to receive 
their views on Government competition with their firms and their 
industry. 

We are also happy to have with us today the Honorable Percival. 
F. Brundage, Director of the Bureau of the Budget. We had hoped 
to have with us the Honorable Perkins McGuire. However, he ae 





been ill and therefore Mr. Joseph McKellar, Director for Small 
Business, Office of the Secretary of Defense, will be heard. We are 
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very happy, sir, that you are here with us this morning representing 
Secretary McGuire. 
The first — we shall call on is the Director of the Bureau of 
the Budget, Mr. Brundage. We will then call on Mr. Waldo Utley. 
Mr. Brundage, will you proceed ? 


STATEMENT OF PERCIVAL F. BRUNDAGE, DIRECTOR, BUREAU OF 
THE BUDGET, ACCOMPANIED BY CARL W. TILLER, CHIEF OF 
BUDGET METHODS, AND RICHARD J. NEWMAN, ORGANIZATION 
AND METHODS ANALYST, BUREAU OF THE BUDGET 


Mr. Brunpace. Mr. Chairman and members of the committee, I 
appreciate the opportunity to present to this subcommittee the views 

of the administration and a report of progress made in discontinuing 
Government competition with private enterprise. 

It is the policy of the administration to eliminate so far as prac- 
ticable business operations of the Government which compete with 
private enterprise. 

This whole program in which we are now engaged relates to small 
business. Part of the broad program is ex cemplified i in the liquidation 
of the Reconstruction Finance Corporation, the sale of synthetic- 
rubber plants, and the disposition of the Inland Waterways Corp. 
properties. These are illustrations of commercial- -type activities 
where the customers or clientele were the public—and in each of these 
cases a statutory enactment was necessary in order to permit discon- 
tinuance of the enterprise. 

The need for major commercial enterprises of this nature remains 
under constant review, and, when discontinuance seems appropriate 
and feasible, specific statutory enactments will be recommended to the 
Congress. 

The part of the program on which we are now engaged, and which 
is of especial interest to your committee, is the systematic evaluation 
of the many smaller and less spectacular activities where the cus- 
tomer is the Government itself. These involve the thousands of cases 
where a Government agency produces a product or service for its own 
use or for the use of some other agency, where evaluation might indi- 
cate that the product or service could be bought through business 
channels. In a sense these are “small businesses” of the Government, 
and, in many cases, they compete with small-business enterprises in 
the same communities. Most of the activities of this type are not 
specifically required by statute. They have been initiated by adminis- 
trative decision and can be discontinued by appropriate administra- 
tive action, but congressional support would be appreciated. 

I would like to review for you briefly the major steps we have taken 
and the progress we have achieved so far in the evaluation and dis- 
continuance of the second kind of business-type activities—those 
where the product or service is for the Government’s own use. 

The Bureau of the Budget set forth the policy of the administra- 
tion on this subject in its Bulletin No. 55-4 of January 15, 1955, as 
follows: 

It is the general policy of the administration that the Federal Government 
will not start or carry on any commercial activity to provide a service or prod- 


uct for its own use if such product or service can be procured from private 
enterprise through ordinary business channels. Exceptions to this policy shall 











4 GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 


be made by the head of an agency only where it is clearly demonstrated in each 
case that it is not in the public interest to procure such product or service 
from private enterprise. 

The same bulletin initiated a specific action program so far as the 
civilian agencies of the Government are concerned. While the iden- 
tical policy is applicable to the Department of Defense, it has 
proceeded on a different time schedule and with slightly different 
procedures more adaptable to its operations. 

As you stated, a representative of the Department of Defense will 
testify more specifically about the operation of the program in that 
Department and the progress that has been made there. 

The first step under the bulletin was the development of an in- 
ventory of commercial activities carried on by Government agencies 
where the product or service was for the use of the Government. 
The inventories made by the various agencies were consolidated by the 
Bureau of the Budget in a report released on May 15, 1956, entitled 
“An Inventory of Certain Commercial-Industrial Activities of the 
Government.” A copy has been furnished your committee.’ It 
reflected 18,964 Government-operated installations in the civilian 
agencies and 301 additional Government-owned, contractor-operated 
installations in such agencies. These covered many different kinds 
of activities in many locations. For Defense activities the inventory 
only covered manufacturing enterprises; 506 were listed for that 
Department. 

The second step was the evaluation by each agency head of the 
manufacturing activities in his Department. This review has re- 
sulted in the termination or substantial curtailment of 145 such in- 
stallations, including 76 bakeries, 21 ice manufacturing plants, 20 
surgical or orthopedic units, 15 ice cream plants, 8 printing plants, 
and several other such activities. 

While these closings or curtailments are all comparatively small 
commercial-type operations, they do, however, represent 50 percent 
of the 289 installations which have been evaluated. 

In each case, the decision to discontinue or curtail a commercial- 
type activity was made after a careful and thorough review. The 
criterion was simple: Is it contrary to the public interest to discon- 
tinue this activity ? 

Unless it is demonstrable that the public interest would suffer, the 
Government should discontinue commercial-type activities of its own 
and purchase the product or service from private enterprise. How- 
ever, in some cases, the product or service was not available on a 
competitive basis in the location where the agency needed it; in 
other cases, security was involved, or the activity was an indis- 
pensable part of some basic Government function. 

The decision to continue or discontinue an activity as being in the 
public interest should not depend primarily upon whether the prod- 
uct or service can be produced cheaper by the Government. As a 
general guide our policy is that apparent cost or savings should not 
be a deciding factor where adequate competition exists. This policy 
was adopted for the following reasons: 

(1) The costs of Government operations are not comparable with 
corresponding business costs. The Government, for example, pays no 


1 Retained in committee files. 
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income taxes and operates its own tax-free facilities, thereby keeping 
costs down. 

(2) Government accounts are not kept in the same manner as 
business accounts so that a comparison of the operating costs of 
Government versus business, for example, is not only difficult but 
often misleading. 

(3) Above all, the decision whether to continue or discontinue a 
Government activity solely on an apparent cost basis runs counter 
to our concept that the Government ought not to compete in a private 
enterprise economy. 

Following the completion of the 1 ‘eview of manufacturing activi- 
ties, the Bureau issued the next in its series of bulletins (No. 51-1) 
request ing each civilian department and agency to evaluate the “serv- 
ices’ ’ portion of its commercial activities.” 

Services include a wide variety of activities, such as laundries, com- 
mercial photography, custodial services, duplicating and photostatic 
services, and many others. 

Reports on the agencies’ appraisals of these services activities were 
due in the Bureau of the Budget by Apirl 15, but the task has proved 
too large to be completed by that date. Accordingly, we expect that 
it will be some weeks yet before agency appraisals 1 in this area are 
complete. The Bureau of the Budget ‘will then review the reports 
received and compile the results. 

Upon completion of the analysis of the “services” activities, subse- 
quent reviews of other classifications of commercial activities, such as 
construction, transportation, communications, et cetera, will be 
scheduled. 

Quite as important as the curtailment of existing activities, is the 
prevention of the starting of new commercial activities, if Govern- 
ment needs can be met. by private enterprise. Agency heads have 
been instructed to ts ike the following steps before starting a new ac- 
tivity of a commercial type 

(1) Ascertain that the bie or service is necessary to the con- 
duct of a governmental function. 

(2) Provide a reasonable opportunity for private enterprise to in- 
dicate its ability to furnish the product or service. 

(3) Determine, on the basis of the response from private enter- 
prise, that the product or service cannot be supplied on a competitive 
basis, or at a reasonable price, through ordinary business channels. 

(4) Determine that it is not in the public interest to procure the 
product or service from private enterprise, either because it is not 
available on a competitive basis or at a reasonable price, or because 
of overriding consideration of law, national security, or national 
policy. 

(5) Make an adequate record that the foregoing steps have been 
taken. 

Steps 2 and 3 may be omitted where overriding considerations of 
law, national secur ity, or national policy—I might say that we take a 
rather rigid view of that, it is not too flexible—require that the ac- 
tivity be ‘conducted as a Government operation, but in such cases the 


18 The bulletin referred to is reproduced on p. 7. 
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agency head is to make an appropriate record of his findings and 
conclusions to that effect. 

I understand that in this Congress at least nine bills have been 
introduced which would deal generally with this subject of compe- 
tition with business. 

In reporting to the appropriate committee on the first of these 
bills, we have indicated our opinion that legislation is not necessary. 
The administrative review of commercial-type activities is proceed- 
ing and in most cases discontinuance can be brought about by admin- 
istrative action. 

If Congress wishes to take action on the matter, its endorsement 
would be helpful to the active pursuit of the program. In such a case, 
we would suggest enactment of legislation setting forth a simple con- 
gressional expression of policy in favor of the free enterprise system, 
and authorizing the President to issue instructions, rules, and regula- 
tions to govern executive branch agencies in carrying out the policy 
of avoiding Government competition with private business. 

While the program for review and disposal will take a few years, 
we are making progress in providing business for private firms in- 
stead of competing with them; in restoring Government facilities to 
local and State tax rolls; in attempting to free Government officials 
for concentrating on the major purposes of government instead of 
giving attention to such secondary activities as coffee roasting, bread 
baking, and ice cream production. 

Senator Toye. Thank you, Mr. Director, for the very informative 
statement. If Congress enacted any of the legislative bills dealing 
specifically with the question of the various agencies getting out of 
the field of commerce or free enterprise, would that encourage agen- 
cies to do so? 

In other words, do you find it difficult to get any one of the agen- 
cies of Government out of a particular field of business or private 
enterprise ? 

Mr. Brunpace. I think it would be helpful in stimulating it. 
There is so much going on in all of these departments that it needs 
prodding. It needs continual stimulation I think to move as fast 
as we would like to see it move. 

Senator Tuye. It is not a necessity ? 

Mr. Brunpace. No. 

Senator Ture. An agency could act on its own if you were to point 
out the fact that it is carrying on a business operation in competition 
with private enterprise. The only benefit to be derived from an act 
of Congress would be that of placing the agency on notice that its 
funds would be affected if it did not cease such operations. 

Mr. Brunpace. I think it would be helpful. 

Senator Ture. But aside from that they have the authority? 

Mr. Brunpace. That is right. 

Senator Ture. And with your very able prodding as Budget Bu- 
reau Director, we can hope that this will be speedily brought to a 
close. 

Mr. Brunpace. We are doing the best we can in that. 

Senator Ture. In eliminating competition with free enterprise? 

Mr. Brunpace. That is right. 

Senator Ture. Counsel, do you desire to ask any questions? 

Mr. Messick. Yes, sir, I have a couple of questions, Senator Thye. 
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Has there been a substantial number of new facilities started un- 
der the standards that you have laid down ? 

Mr. Brunpage. Very few. I think that has been the most success- 
ful part of our program. 

Mr. Messick. The net change, in other words, is pretty much the 
effect of the ones discontinued ¢ 

Mr. Brunpace. That is right. 

Mr. Messick. You mentioned the figure of 145. 

Was that in connection with civilian agencies? I am trying to 
reconcile that with your release of last October. In that release 
you listed more than 145 civilian and defense facilities.’® 

Mr. Brunpage. This is all civilian. 

Mr. Messick. And the figure 137 has now been increased to 145% 

Mr. Brunpace. I believe that is correct, yes. 

Mr. Messick. Those are my questions, Senator. 

Senator Tuyr. Thank you, Mr. Director. 

I appreciate very much that you were with us this morning. 

The bulletin (No. 57-7) referred to by Mr. Brundage at the begin- 
ning of his statement will be incorporated in the record at this point. 

(The material referred to follows :) 


EXHIBIT 1 
EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 


Washington 25, D.C. 
BULLETIN No. 57-7 


Fresruary 5, 1957. 


To: The Heads of Executive Departments and Establishments. 
Subject: Commercial-industrial activities of the Government providing products 
or services for governmental use. 


1. Purpose. Bureau of the Budget Bulletin No. 55-4 of January 15, 1955, 
established policy and initiated a review of commercial-industrial-type activities 
conducted by the Government that provide services or products for its own use, 
which can be procured from private enterprise through ordinary business chan- 
nels (referred to as commercial activities). This Bulletin gives further instruc- 
tions with respect to: (a) the evaluation of commercial activities classified as 
services, (b) the termination of commercial activities, and (c) the starting of 
new commercial activities. 


GENERAL POLICY AND ITS INTERPRETATION 


2. Policy. It is the general policy of the administration that the Federal 
Government will not start or carry on any commercial activity to provide a 
service or product for its own use if such product or service can be procured 
from private enterprise through ordinary business channels. Exceptions to 
this policy shall be made by the head of an agency only where it is clearly 
demonstrated in each case that it is not in the public interest to procure such 
product or service from private enterprise. 

3. Meaning of certain terms. The following interpretations apply to the 
preceding paragraph: 

a. In determining whether an activity is “commercial” in nature and 
“can be procured * * * through ordinary business channels,” reference 
may be made to the Standard Industrial Classification Manual, to the avail- 
ability of the service or product on a competitive basis, and to ordinary 


1b See White House press release, October 26, 1956, re administration’s program to 
eliminate Government competition with private industry, appendix IV, p. 99. 
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business practice with respect to procurement thereof. The inclusion of 
an activity in the manual will be generally considered indicative that it may 
be procured through ordinary business channels. There will be excluded as 
noncommercial, however, those functions which are a part of the normal 
management responsibilities of a Government agency or a private business 
of comparable size (such as accounting, personnel work, and the like). In- 

formation as to both source and ability of private enterprise to provide a 

product or service may be secured from the Business and Defense Services 

Administration of the Department of Commerce. 

b. “Activities * * * for its own use” includes the activities of producing 
a service or product primarily for the use of the Government (whether the 
same agency or other agencies), even though some portion of the product 
or service is sold or given to the public. It includes activities which are to 
provide a service or product for the use of a Government agency in its official 
duties, even though the agency is engaged in carrying out a service to the 
public (e. g., the manufacture of mail bags or the generation of power at a 
Government institution). However, it excludes the activities of producing a 
service or product primarily to be sold or given to the public (e. g., the 
generation of power for sale to the public) and those primarily for the 
employees (e. g., the provision of quarters for rent to employees at remote 
locations). 

The fact that this Bulletin does not deal with products or services provided 
directly to the public in no way relieves the agencies of keeping such activi- 
ties under constant review and reevaluation as to the need for the Govern- 
ment to carry on such activities. 

ce. “Start” means to begin any activity of a commercial nature in a loca- 
tion where it was not previously carried on by an agency within the preced- 
ing twelve months. 

4. Costs and prices. The relative costs of Government operation compared to 
purchase from private sources will be a factor in determining whether to start 
or carry on a commercial activity in those cases where the agency head concludes 
that the product or service cannot be purchased on a competitive basis and can- 
not be obtained at reasonable prices from private industry. 

Prices may be considered reasonable when the price to the Government is not 
greater than the lowest price obtained by other purchasers, taking into con- 
sideration volume of purchases and quality of the products or services. 

In those cases where the product or service cannot be purchased on a com- 
petitive basis, nor at a reasonable price on a noncompetitive basis, it may be 
necessary to make a comparison of prices with costs of Government operation. 
In doing so, the costs of Government operation should be fairly computed and 
complete, covering both direct and indirect costs, including elements not usually 
chargeable to current appropriations, such as depreciation, interest on the Gov- 
ernment’s investment, the cost of self-insurance (even though it is unfunded) ; 
there shall also be added an allowance for Federal, State, and local taxes to the 
extent neccessary to put the costs on a comparable basis. Care must also be 
exercised to see that the costs of procuring material from private sources are 
fairly computed and complete. They should be truly representative of the lowest 
price the Government would pay for the quantity and quality needed, taking into 
account all applicable indirect costs of the Government for such procurement. 


EVALUATION OF SERVICES 


5. Scope of evaluation. Each agency shall make an evaluation of all its com- 
mercial activities which are classified as services in Volume II of the Standard 
Industrial Classification Manual, Division I, Group Nos. 70-89, inclusive. 
Reports shall be made thereon with the following exceptions: 

a. There may be excluded activities which are outside the continental 
United States and the Territories of Alaska and Hawaii. 

b. Any activity at any one location which involves an equipment invest- 
ment of less than $5,000 and a product or service with an approximate 
annual value of less than $25,000 shall be excluded. 

ec. Government-owned, contractor-operated facilities may be excluded. 

Evaluation reports should include all service activities previously reported in 
agencies’ inventories and other such activities as were subsequently established 
or were not previously reported. 

6. Purpose of evaluation. In making the evaluation the agency will: (a) 
determine whether or not each of these service activities should be continued in 
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the light of the policies set forth in sections 2 to 4 above, (b) determine whether 
statutory changes are necessary to permit discontinuance, and (c) take appro- 
priate steps to discontinue activities on the basis of the evaluation. In any 
ease where it is determined to continue an activity, it should be curtailed in 
scope and volume to the extent practicable. 

7. Reports on evaluation. Three copies of the evaluation reports exhibit 
57-7A (copy attached) shall be submitted to the Bureau of the Budget on or 
before April 15, 1957. Up to 60 copies of this report form may be secured from 
the Bureau of the Budget Publications Unit, code 146, extension 616; if more 
copies are needed, the agencies should have them reproduced. 

8. Applicability to the Department of Defense. A special time schedule is 
being established for the evaluation of service activities in the Department of 
Defense. 

TERMINATING COMMERCIAL ACTIVITIES 


9. Prompt and orderly action. Except where statutory change is necessary to 
permit discontinuance of an activity, the agencies shall discontinue or curtail 
each commercial activity as soon as the agency head determines that it is rea- 
sonably possible to do so. Each agency shall exercise diligence in carrying out 
such actions in an orderly way and shall proceed on a reasonable time schedule. 
Adequate notice shall be given to the community and employees in advance of 
discontinuance or curtailment, and each agency shall assist employees as neces- 
sary in finding other employment. Where statutory change would be necessary 
to permit discontinuance, the agency head shall seek such changes promptly, sub- 
mitting drafts of legislation or appropriate language as may be required to the 
Bureau of the Budget in the usual manner, 


CONTROL OVER STARTING NEW COMMERCIAL ACTIVITIES 


10. Steps to be taken before establishing new activities. No new commercial 
activity shall be started until, as a minimum, the head of the agency has— 

a. Ascertained that the product or service is necessary to the conduct of 
a governmental function. 

b. Provided a reasonable opportunity for private enterprise to indicate its 
ability to furnish the product or service. 

ec. Determined, on the basis of the response from private enterprise, that 
the product or service cannot be supplied on a competitive basis or at reason- 
able price through ordinary business channels, 

d. Determined that it is not in the public interest to procure the product 
or service from private enterprise, either because it is not available on a 
competitive basis or at a reasonable price (as found under step (c) above) 
or because of overriding considerations of law, national security, or national 
policy. 

e. Made an adequate record that the foregoing steps have been taken. 

Steps “b’’ and “ce” may be omitted in those cases where overriding considera- 
tions of law, national security, or national policy require that the activity be 
conducted as a Government operation, but in such cases the head the agency shall 
make an appropriate record of his findings and conclusions to that effect. 

11. Reports on new starts. Each agency will make a report to the Bureau of 
the Budget by April 1, 1957, setting forth the following information with respect 
to each new activity approved for starting during the period from its previous 
inventory report to December 31, 1956, unless it involves an equipment invest- 
ment of less than $5,000 and a product or service with an approximate value of 
less than $25,000. 

a. Type of activity. Use the classification code number and title set forth 
in the Standard Industrial Classification Manual, and add such descriptive 
words as are needed to indicate exactly the activity being reported. 

b. Location. 

ec. Purpose. 

d. Volume of capital assets on hand and on order as of December 31, 1956. 

e. Average current (December 31, 1956) number of employees and average 
number contemplated when activity is in full operation. 

f. Reasons requiring the establishment or expansion of the activity. 

g. Date of determination. 

Agencies should keep appropriate records centrally in order that they may 
prepare similar reports in the future as may be required. 

By direction of the President : 

PERCIVAL F.. BRUNDAGE, Director. 
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Attachment A 
To Bureau of the Budget 
Bulletin No. 57-7 
INSTRUCTIONS FOR EVALUATION REPORT ON SERVICE ACTIVITIES 


Section A. This section is to be filled out on all service activities. Answer 
only those questions which are applicable. 

1. Use the industrial title from the Standard Industrial Classification Manual 
which describes the activity at the highest organization level that can be ana- 
lyzed as a separate commercial activity, even though it may have a number of 
commercial activities as components. 

2. Use the code number corresponding to the title from the Standard Industrial 
Classification Manual. 

3. Refer to the proper page and line of the agency’s inventory report previously 
submitted. If the activity was subsequently established, or had not previ- 
ously been reported in the inventory, it should be indicated. 

4, This should be the number of similar installations. Exclude those reported 
elsewhere as a part of another major activity. 

5. If there are relatively few such installations, give their location. If there 
is a larger number of such installations, use some descriptive term, such as 
“at all dam construction sites” or “one in each seaboard state.” 

6. Show as subordinate activities the types listed in the Standard Industrial 
Classification Manual which form a part of the major activity listed in No. 1. 

7. This should be an estimate of the total expenditures attributable to the 
activity for the fiscal year 1956. 

8. This should be an estimate of the total expenditures attributable to the 
activity for the fiscal year 1957. 

9. Show the number of employees assigned to the activity who were included 
on the Standard Form 113 report to the Civil Service Commission and the num- 
ber of military personnel assigned to the activity. 

10. If the number of employees shown in No. 9 is not representative of the 
normal or seasonal size of the operation, explain the seasonal character and give 
figures which reflect the maximum employment during the peak season. 

11. On a percentage basis, account for the disposition made during fiscal year 
1956 of the service. 

12. The value of land and buildings should be the same (initial cost) as re- 
ported to the General Services Administration in connection with its survey of 
real property holdings. For assets, if any, which are not included in the GSA 
survey, use the same concept of initial cost, or the best estimate thereof, in 
setting the asset figure. This concept should also govern the value placed on 
equipment which was not covered by the GSA survey. 

13. Check the block which indicates the authority and circumstances under 
which the activity is conducted. If it is required by law check “Required.” 
If it is specifically authorized but not required by law, check “Specifically 
authorized.” If it is not specifically authorized or required but has been the 
subject of specific congressional approval in appropriation acts or some other 
legislation, check “Congressional approval” and explain the circumstances. If 
there is no specific approval, but the agency considers that its basic legislation 
authorizes the activity, check “General authorization.” Use the “Other” block 
only if none of the previously mentioned categories is applicable, and explain 
the circumstances. Wherever there is legislation under which the activity is 
authorized, give the U. S. Code citation. 

14. Indicate by a check what the agency head determines is to be done about 
the continuation of the activity. Check the block “Eliminate” if the Govern- 
ment operation is to be closed and the facilities disposed of. Check “Curtail” 
if the volume of activity is being reduced but the activity will continue as a 
Government operation. “Continue” will be used to denote the decision by the 
agency head that it is not in the public interest to procure the product or service 
from private enterprise. Check “Other” if the activity is being converted to a 
contractor-operated basis or some combination of ways of procuring the product. 
If the “Other” block is checked, give a brief explanation of what is to be done. 

Section B. This section should be completed for all activities on which No. 
14 is not checked “Continue.” 

15. State exactly what is to be done. 
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16. Show the date on which the activity has been or will be eliminated, cur- 
tailed, or otherwise modified. 

17. If the agency head’s determination is not yet in effect, indicate the extent 
to which negotiations or other actions have progressed on the date of the report. 

18. If the agency head’s determination cannot be carried out because of 
existing law, summarize any legislative proposals being submitted to the Bureau 
of the Budget. 

19. If the assets which were used in the conduct of the activity are to be sold 
or otherwise disposed of, so indicate. If they are not to be disposed of, give 
reasons, 

20. If any of the assets have been disposed of, show the amount recovered 
from their sale. If they have not been but will be later, indicate an estimated 
amount to be recovered, adding “estimate.” 

21. Use the same basis for determining the value of the assets being retained 
as was used in estimating the value of the capital assets in No. 12. 

22. There will normally be an entry on line 2 and in addition there may be one 
on lines 1 or 38, depending on the action being taken. The first line should 
show savings. The second should show amounts formerly spent for Govern- 
ment operations which hereafter will be spent for procurement of the product by 
direct purchase or contractual arrangements. The third line should show any 
increase in out-of-pocket costs of procuring the product, whether or not addi- 
tional appropriations will be requested. The last line will be used for any other 
circumstances which will prevail. These need not be exact figures developed 
by a cost study but may be estimated amounts. 

23. The changes in the numbers of persons engaged in the activity will be 
related to the answer on No. 9. The number eliminated does not necessarily 
mean that employment of the particular individuals will be terminated but it 
does mean that the personnel requirements of the agency will be reduced to 
that extent so far as the activity is concerned. 

Section C. This section is to be completed whenever the agency head decides 
that the activity is to be continued as a direct Government operation. 

24. This justification must be complete, showing the reasons why the agency 
head has decided that there is a clear demonstration that it is not in the public 
interest to procure such service from private enterprise. 

25. If unavailability of the service commercially is a reason given in No. 24, 
this item will be used to indicate the circumstances under which the service is 
provided by private enterprise under normal business conditions. It should also 
indicate whether the geographical location of the activity is such that private 
enterprisc is not in a position to fill the agency’s needs. This should be answered 
only after specific analysis of the problem and must include a description of the 
steps which the agency has taken to be sure that private industry either can or 
‘annot furnish the agency’s needs. 

26. If relative costs have been computed in accordance with the conditions 
set forth in section 4 of the Bulletin, the answer in No. 24 should explain the 
method of determining that the product or service cannot be purchased at a 
reasonable price on a competitive basis, and this item (No. 26) will be used to 
make a comparison of prices with costs of Government operation. This state- 
ment should show both the results of the comparative cost analysis and the ele- 
ments which have been used in determining the Government cost, both as a 
direct operation and if the service is secured from private industry. 
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Senator Tarr. Mr. Waldo Utley, president of Prisma Products 
Corp., New Orleans. 

The committee staff informs me it would be well if you and Ralph 
Everett, executive vice president of the M. G. Merkin Paint Co., and 
Mr. Daniel Boland, general counsel, all came to the table at the same 
time. 

Mr. Boland, you are the general counsel of National Paint, Varnish 
and Lacquer Association, of Washington, D. C. 

I understand you are going to be the spokesman for the other two, 
Mr. Waldo Utley and Mr. Ralph Everett, and they may at any time 
supplement what you say if they so desire. 


STATEMENT OF DANIEL L. BOLAND, GENERAL COUNSEL, NATIONAL 
PAINT, VARNISH & LACQUER ASSOCIATION, WASHINGTON, D. C., 
ACCOMPANIED BY WALDO B. UTLEY, PRESIDENT OF PRISMA 
PRODUCTS CORP., NEW ORLEANS, LA., AND RALPH H. EVERETT, 
EXECUTIVE VICE PRESIDENT, M. G. MERKIN PAINT CO., NEW 
YORK, N. Y. 


Mr. Bouanp. It was our intention, Senator, that I would present 
the history and the background of the paint industry situation on 
behalf of the association, and Mr. Utley and Mr. Everett would sub- 
mit separate statements, because of the fact that they are paint manu- 
facturers and have extensive experience particularly in connection 
with marine paints, and in addition to that, Mr. Everett has consid- 
erable knowledge regarding the Navy paint facilities. 

Senator Toye. Mr. Boland’s, Mr. Utley’s and Mr. Everett’s state- 
ments will be incorporated in the body of the record, and then any 
other statements that you wish to make in connection with the state- 
ment or in support of the statement of Mr. Boland, you may feel 
absolutely free to do so. 

(The statements referred to are as follows :) 


STATEMENT OF DANIEL L. BOLAND, GENERAL COUNSEL, NATIONAL PAINT, VARNISH, 
AND LACQUER ASSOCIATION, INC., WASHINGTON, D. C. 


My name is Daniel L. Boland, an attorney at law, of Washington, D.C. I am 
general counsel of the National Paint, Varnish, and Lacquer Association, Inc., 
with headquarters at 1500 Rhode Island Avenue NW., Washington, D. C., a 
voluntary, nonprofit, industry-wide organization, originally established in 1888 
and now comprising approximately 1,400 members, a large majority of whom are 
owners of small businesses. They are engaged in the manufacture and distribution 
of paint, varnish, lacquer, and allied products, or of equipment and materials used 
in such manufacture. Collectively, they produce approximately 90 percent of 
the total national volume of all types of paints, varnishes, lacquers, and allied 
products. 

First, the association appreciates the privilege afforded it and the industry to 
file this statement with your subcommittee. Secondly, each member of the paint, 
varnish, and lacquer industry is heartened that this subcommittee is aware that 
the practice of any governmental agency that competes unwarrantedly with 
private enterprise weakens the basic foundation of our national economy. Also, 
it deprives small business of the opportunity to manufacture articles for Govern- 
ment use and consumption. 

We believe, as a matter of fundamental principle, that the United States Gov- 
ernment should not engage in business directly or indirectly in competition with 
private enterprise. Any deviation from this principle is abhorrent to this basic 
American concept, regardless of the military or civilian functions of Government. 
Any Government competition constitutes a withdrawal from private industry of 
a legal potentiality of private production and sales; a loss of taxes to the Govern- 
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ment; duplication of adequate private facilities; a waste of manpower by divert- 
ing military and civilian Government personnel to efforts not properly a Govern- 
ment function; and finally a governmental failure to aid the civilian economy, 
from which it exacts taxes, in a field which traditionally is civilian. 

The American paint industry has been facing Government competition through 
Navy manufacture of paint. These paint-manufacturing operations, conducted 
by the Navy Department and located at Norfolk, Va., and Mare Island, Calif., 
have been investigated by a special House committee in the 72d Congress, by a 
House Government Operations Subcommittee during the 82d Congress under the 
subcommittee chairmanship of Mr. Bonner, of North Carolina, and during the 
83d Congress by the House Subcommittee on Government Operations with Mrs, 
Harden, of Indiana, as chairman. 

Two specific directives from Congress, one in 1932, the second in 1954 (from 
the House Committee on Government Operations), following extensive and thor- 
ough hearings, ordered discontinuance of Navy operation of its paint plants. It 
is also noteworthy that an impartial study made in 1952 by the National Security 
Industrial Association advisory committee for paints and related protective coat- 
ings, at the request of and for the Secretary of Navy, recommended his considera- 
tion of the advantages of discontinuance of paint manufacturing and the utiliza- 
tion of Navy paint facilities for other Navy yard activities. 

The executive branch recognized these legislative findings by issuance of a 
series of bulletins relating to gradual elimination of Government manufacturing 
agencies. Defense Department and Budget Bureau directives initiated a pro- 
gram of study to determine the need for or termination of Government-operated 
industries. 

In March 1954 paint was one of the 13 products designated for study. The 
Commerce Department, through the Business and Defense Services Administra- 
tion, conducted a separate study. It recommended discontinuance of Navy 
manufacture of topside paints, and preparation by the Navy of a program of 
termination of manufacture of ship-bottom paints. 

In February 1955 the Navy Department advised the Assistant Secretary of 
Defense for Supply and Logistics that it would cease manufacture of all exterior 
paints by August 1, 1955. The Secretary of Commerce on the recommendation of 
the Administrator of the Business and Defense Service Administration found 
that private paint manufacturers were available for and capable of meeting the 
Navy’s needs. All this was done after full consultation with industry. 

The Secretary of Defense decided paintmaking by the Navy should cease and 
pursuant to the section submitted the program of termination to the Appro- 
priations Committees of both Houses of the Congress. 

The Senate Appropriations Committee entered no objection to this proposal 
-of the Secretary of Defense. 

The House Appropriations Committee disapproved closing of the Navy paint 
plants and stated “it would be glad to give further consideration to the matter 
at some future time if the situation is changed,” and suggested a further study 
be made. This, despite the fact that the House Government Operations Com- 
mittee, after extensive hearings in 1953 reported: ‘“‘The subcommittee recom- 
mends that manufactures of paint items, except plastics, ship-bottom, and anti- 
fouling paints, which are covered by patent, should be discontinued as rapidly 
as is consistent with sound and economical practices and with due concern 
for maintaining uniformly high quality paint procured from commercial sources 
and for relocation of affected personnel. 

“With respect to plastics, the Navy should endeavor to develop commercial 
sources in order to insure that requirements can be met and should at the same 
time progressively reduce its manufacture of this type of paint at the earliest 
date practicable.” 

Testimony presented by the Navy before the House Appropriations Subcom- 
mittee when it was considering the termination position of the Secretary of 
Defense stressed that, on a previous invitation to bid on plastic paints, only one 
complete bid was received. What is significant is that this bid invitation was 
issued at the request of the House Committee on Government Operations for 
cost comparison purposes and that it was recognized no future invitations would 
be issued. 

In attempting to justify continuance of the Navy paint plants, representatives 
of the Department of the Navy made the statement before the House Appro- 
priations Committee that there was a question whether the paint industry could 
manufacure the ship-bottom paints. Actually, at that time, the paint industry 
had never been permitted to secure and study the secret specifications for or 
formulations of Navy ship-bottom paints. It was not until March of last 
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year that the specifications and formulations of these special paints were made 
available to members of the paint, varnish, and lacquer industry. 

The Navy manufactures 33 different paints, at least 5 of which are in the 
ship-bottom category. As soon as full information was available, the National 
Paint, Varnish, and Lacquer Association conducted a survey of the ability of 
the paint industry to meet the Navy’s needs with respect to all types of paint. 
Copies of the results of the survey have been supplied to the Defense Department. 
A copy is attached herewith. It reveals that 76 companies report that they can 
manufacture ship-bottom coatings. All of these companies have laboratory fa- 
cilities and are willing to have their plants inspected. Sixty-five of these com- 
panies can produce all the various type of ship-bottom paints and 11 can pro- 
duce all except the hot plastic type. They can produce in excess of 54% million 
gallons of these ship-bottom paints which is approximately 10 times current 
Navy requirements without any strain on their respective capacities. It is par- 
ticularly noteworthy that the great majority of the paint manufacturers reply- 
ing to the survey are in the small-business category. 

It should be stated of record that private manufacturers of paint, varnish, 
and lacquer products supply all of the needs of the private marine industry, as 
well as all paint products used on ships and vessels of the Army, Coast Guard, 
and Maritime Commission. Likewise, the exacting specifications for coatings 
for the Ordnance Department and the United States Air Force are met, and 
paint products are produced in accordance therewith, by private paint manu- 
facturers. 

There are other factors advantageous to the Nation in having all Navy paints 
manufactured in private plants. The first in importance are security and re- 
search. The Navy paint plants are located in vulnerable areas on two coasts. 
Private paint factories, capable of supplying the Navy’s needs are located in 
virtually every State, assuring adequate and constant supplies. A statement 
of the geographic distribution of paint plants, by States and regions, is attached 
herewith. 

I would like to emphasize one point in regard to the paint, varnish, and lacquer 
industry. The last complete census of manufactures was made in 1954. The 
paint industry had 1,469 manufacturing plants. All but seven were in the small- 
business classification. We have always been dominantly small business with 
plants in virtually every State in the Union. 

You will hear from two members of our industry. They are typical of many 
more who could have testified here today. 

The association has offered the Navy the full cooperation of the paint industry 
to place at its disposal the technical skills and knowledge of the more than 10,000 
scientists and technical personnel engaged in the paint industry. Great tech- 
nical strides have been made in the development of new and improved coatings 
and will continue to be made. This cooperation will be of distinct benefit to the 
Navy and the Nation. 

I would like to make another interesting observation. A cost study made by 
Price Waterhouse Co., certified public accountants—at the request of the Navy 
Department for its paint plants—showed a total manufacturing cost of $4,298,416. 
Under present increased production schedules it must be considerably higher. 
We maintain that sizable savings can be effected by procuring these paints from 
private industry. We further submit that the administrative cost of procure- 
ment of these paints from private manufacturers will be far less than this 
audited manufacturing cost. The Price Waterhouse report shows the Norfolk 
paint plant was scheduled for 900,000 gallons of paint and the Mare Island plant 
with 1,200,000 gallons. 

Since the beginning of the current fiscal year, we have noticed a sharp increase 
in the purchase of chemicals and raw materials by the Navy paint plants. 
Estimates, based on their purchases, indicate that production of paint has 
doubled in the Navy paint plants and are depriving small business of a far 
greater volume than was originally stated. 

I might cite two very recent examples. On March 8 the Navy issued invita- 
tions to bid on 108,000 pounds of cuprous oxide. This is sufficient to make 
200,000 gallons of the hot plastic paint and about two-thirds of previously esti- 
mated annual production in both Navy paint plants. They had previously used 
during the first quarter of this fiscal year more than 14 million pounds of raw 
materials, sufficient to make more than 5 million gallons of just 3 types of paint. 

Even more glaring is the invitation to bid issued on March 19, 1957, for 
3,724,600 pounds of alkyd resin. This is used in the manufacture of haze gray 
paint and zine chromate primer. This tremendous quantity will make more 
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than 1 million gallons of haze gray, more than double the estimated production 
for 1955 or 2 million gallons of zine chromate primer, almost 7 times the sched- 
uled production for 1955 and equaling the total production of all paints in both 
Navy paint plants for 1955. 

Hither it is an evident waste or the Navy is greatly expanding the paint manu- 
facturing activities. If the first is true, then the Navy paint plants should be 
closed because they are wasteful. If the second is true, it again demonstrates 
the intent of agencies to circumvent policies in the interest of the Nation. An 
order should be issued to cease all purchasing of raw materials and close the 
plants. It will be a service to our country and to small business which is de- 
prived of making and furnishing these Government supplies. 

I might add that other branches of the service are buying the identical paints, 
with the exception of shipbottom, from the paint industry. We have offered 
to place any qualified, displaced personnel in our industry. We have offered 
to give the Navy every assistance in research and development. We have offered 
our aid in disposing of the paintmaking equipment now located in the Navy paint 
plants. 

We are deeply grateful for the committee's interest and for hearing the repre- 
sentatives of small-business men in the paint industry who seek an end to 
competition from their Government. 

(The attachments accompanying Mr. Boland’s statement follow :) 


Distribution of paint manufacturing plants by regions and States 
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POUNSVIVANMIG {cc cceccnccecce 88 | PENN 2. oe sie 19 
og) i eae 26 | —— 
District of Columbia__--_-~-~- 2 | 95 
Weat Virainia..<.......... 4 | 

— —-| Rocky Mountain: 
466 | SSR ee ee 1 
acc | oe ti on ee 2 

Southwestern: | CE ase ce ccs clans cs neaenitcen 9 
Arizona__-_. sialcstaitieh . 0 DOPE: DG MOCR ee ie i is 1 
SE eer ae eee 51 Ph Te oo ce 1 
NII a snc: share mianiouebanies 16 a NS aaa ian > cotteescacce nal ai 4 
fo 7 -_— 
Arkansas______- Bo ts ee 1 18 

75 | Pacific: 
es i ee ee dee | 11 

Southeastern: site oe 17 
arc 14 BPS SS | SS en ee 1§ 
NOFED  “CRTOMDR «oc ccc mecw eis 19 -— 
oe a ae a enemas ee re 22 222 
AE ask le enc cd natn aticakcten: 23 
EEE IO a 21 TOU incntidenetnandeoewe 1, 469 
ise a ie tame 11 
pout Carolina.............« 3 
IN ii ccnshieac tse taremeeicainie oe 

123 
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GOVERNMENT COMPETITION 


WITH PRIVATE BUSINESS 


Projected costs for period July 1, 1954—June 30, 1955, based on study of Norfolk 
plant, 6 months ending Dec. $1, 1958 
























































Norfolk Mare Total Percent 
Island of total 
Ec oat inwcmelotcsabaeagnescaciane gallons- - 900,000 | 1,201,560 | 2,101,560 |.-----.--- 
Costs: wy % P 
Raw materials and containers---.------.------------- $1, 526, 656 | $2,020,063 | $3, 546,719 |...-.-.-.- 
Estimated raw materials..........-.------------- | 1,380,984 | 1, 825, 464 | . 3, 206,358 74.4 
ST Is. cst encennntinndannesud 145, 762 194, 599 340, 361 8.0 
BEE <2. ene b dt catnnacestunsdopunidakkased 1, 526,656 | 2,020,063 | 3, 546, 719 82.4 
I titan coc Aste leescurtbubémnacvaceccas 81, 146 | 99, 702 180, 848 4.2 
Paint shop overhead: | 
Supervision, supplies, utilities, repair and main- 
tenance, individual shop labor, clerical labor - - - 86, 436 75, 356 161, 792 3.8 
Shipyard overhead: 
Production shop superintendent, supply depart- 
ment, public works, building maintenance, 
fire and security protection, Comptroller’s 
office, transportation, medical and industrial 
CE oe ec ahcwnaeuganationn sab eeiemakecinan 66, 681 56, 836 123, 517 2.9 
Other overhead: 
Interest, depreciation, insurance, civil service | 
Gnd eocial security ..........-...-.--------.----- 125, 195 160, 345 285, 540 | 6.7 
III rf ooe S eep ease ce mn cnsuwine 278, 312 292,537 | 570, 849 17.6 
TD SOCIETIES DME o.oo. oe ose nenennn 1, 886,114 | 2,412,302 4, 298, 416 ews haiden 
CO Rie era 2. 095 2. 0076 | OU adabiesunes 
Production 
Gallons 
Probable distribution of grades 
Half of 1953 | 1955 
NE ee 2 Ee ee a ee ee 315, 785 470, 000 
20 and 20L—gray deck—about-_-..-_-..--- -. ee ee y 98, 550 147, 000 
ae ooo. oe a acat nwkigieaniadshianpdesarcase ccs become 251, 160 70, 600 
re oo a cadewaacnesishigaesidasclocawaccwbssbdés 28, 376 | 42, 000 
Nee i cee al ewes eeneareeaiee ace ie 50, 242 | 75, 000 
I ae cgi inst cwmnciowsnwcinwe : 56, 692 | 85, 000 
er ee Se wacccedceccccscdwosueun 21, 955 33, 000 
eS So An ccc néwews coomentecewa 4 68, 400 100, 000 
NMR RUNNIN on SS leek ce ect eie sec ene nencccne noe ‘ 24, 132 36, 000 
EE EES EEE IER Se ae 25, 800 39, 000 
121—antifouling vinyl red___...._.._._.__- 7,410 11, 000 
ea os a onacmnkccacawnccacwdceesicsseccnt 16, 330 25, 000 
es Ne eee licks cnc cccccccneccccceecsconsvcce 100, 230 150, 000 
Be Ruane me enna Oconee... . 5.5... .-. =... se 194, 460 | 290, 000 
ee a ot eau eenneanmoom 20, 034 | 30, 000 
pI IIIS, Sree Roce ceesc eo nsec dda accdcnbecnacuunctesweacse 28, 590 | 43, 000 
84—zinc chromate primer—about..-_--._.............-...-..------.-.-------- 21, 235 | 32, 000 
120—viny] zine chromate primer—about----_._.._-..--...--------- : 15, 275 | 23, 000 
89—white composition plastic—about 14, 839 | 22, 000 
pee nen Wr WETEIMND—-QDOUNG_ . on cco csc cence cnc eeceee sass 42, 960 | 65, 000 
Raichlen deen Baines retest taht ls | 1,402, 455 | 2, 100, 000 
| 
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19 | No. 37 gray--- 


List of paint items manufactured in Navy plants 
= ts * = Ee i= al 1] 
Item | Type Specifications || Item Type 
No. | || No. 
ssn icine aa —|| siti a 
| PRIMERS | | VINYLS—continued 
| Rea ned... MIL-P-17545. || 15| No, 7gray-....---------- 
2 | Red lead, dark_ MIL-P-17544. | 16 | No. 11 gray---- tts 
3 Zine chromate JAN-P-735. 1 FE 8 eli IN ones toes ciasnn 
4 Zine chromate, dark. | Formula 84D/47. A Ce ees 
| 


SHIPROTTOM 
| 


5 | 14N anticorrosive, light-- 


6|14 ND anticorrosive, 
dark. 

7 | 105 red cold plastic anti- | 

| fouling. | 
8 | 146/50 black cold plastic 

| antifouling. 
9 | 15 HNP hot plastic anti- 

| fouling. 

VINYLS | 

10 | Pretreatment wash | 


| primer. | 
1 | Red lead primer L 
2 | Zine chromate primer. - 
3 Red antifouling 


4 | Black antifouling 
| 


MIL-P-18945A. 
MIL-P-18992A. 


MIL-P-18943A. 
MIL-P-18944A. 
MIL-P-18991A. 


MIL-C-15328A. 


MIL-P-15929A. 
MIL-P-15930A. 
MIL-P-15931A. 


_| MIL-P-16189A. 


, Fee eee 
jk eee 

23} Den RIOOe..<.... 52s 
23 | Gloss -black...........- 


| TANKS 


24 | Orange saran_. 
25 | White saran-_-__..-- 
| Zine dust.....--- 


& 


TOPSIDES EXTERIOR 





27 | Haze gray-----.---- 
28 | Navy gray--.-.--- aoe 
29 | Ocean gray caren 
30 | Light gray------- 

31 | Navy blue----- 

32 | Outside white 

33 | Gray deck-.........--- 





Specifications 


MIL-P-15934A. 
MIL-P-15935A. 
MIL-—P-16188A. 
MIL-P-15936A. 
MIL-P-16501A. 
MIL-P-16502A. 
MIL-—P-16738A. 
MIL-P-15933A. 
MIL-P-15932A. 


Formula 113/49, 
Formula 113/49, 
MIL-P-15145A. 


MIL-P-15130A. 
MIL-P-15129A. 


__| MIL-P-1265A. 


MIL-P-15181A. 


| MIL-P-15128A. 


MIL-P-1264A. 


__| JAN-P-699. 





Survey of faci ilities to manufacture shipbottom and topside coatings 






































| Ship bottom Topside 
iil lala glad ———|- saoxspeibavncicsle eaten 
Company Can |Labora-| Permit| Have | Will Can _ |Labora- 
manu-| tory | inspec-| equip- | secure | manu-| tory 
facture | facili- tion ment | equip- | facture | facili- 
ties ment ties 
pinta preg ne ee Be. Ek eat 
Franklin Paint Co., Franklin, Mass- --- No._.- sacl : adbaiekd All....| Yes. 
American Marine Paint Co., San Francisco. (‘) Yes...| Yes...| Yes...| All_. Yes. 
Lambert Corp., Houston, Tex-__-.- All ‘(oe aa Sec All_- Yes. 
Andrew Brown Co., Los Angeles AB 3.) BOl.c-| ¥ Band] Ses All....| Yes. 
Seidlitz Paint & Varnish Co., Kansas City, Mo_| All....| Yes...) Yes...| Yes...| Yes All....| Yes. 
Color Craft Corp., Bs ltimore, Md- | Al....| Yes...) ¥Yes...! oo) SR a<| A Yes. 
Doidge-Koren Paint Co., San Francisco All.. Fes...) Yee...) 26...) | All.. Yes. 
Red Spot Paint & Varnish Co., Evansville, | All-- WOs.-u} Webscst Fano } All_. Yes. 
Ind. | | 
Bruning Brothers, Inc, Baltimore, Md | AM...) Zee...| Fou..-k Fete «ah dia 
C. M. Athey Paint Co., Baltimore, Md._...} All-...| Yes...}| Yes_..| Yes...}| Yes...| All_- Yes. 
Deer-O Paints & Chemicals, Ltd., Phoenix, | No-_--| | | } All_. Yes. 
Ariz. | | 
Grand Rapids Varnish Corp., Grand Rapids, | (?) | Yes_..| Yes-_-.| sawcl SOBca | Aennl le 
Mich. | | | 
M. J. Merkin Paint Co., Inc., New York, (‘) Yes --| Yes... , | Yes..-| Alk..-] You 
N. Y. | 
E. & F. King Paint Corp., Norwood, Mass..| No-- |} All_- Yes. 
Red Hand Compositions, New York, N. Y..| (2) | Yes..-| Yes_..| Yes | All....| Yes. 
Midwestern Color Works, Minneapolis, | All-- | Yes...) Yes...) Yes.. Al....} Fee. 
Minn. | | | 
Parker Paint Manufacturing Co., Tacoma, ee co Yes... ice | All__._| Yes. 
Wash. | | 
Randolph Products Co., Carlstadt, N. J- | All... Yes.__| Yes Yes.._| Ail...:1 3@ 
Mobile Paint Manufacturing Co., Mobile, (@) | Yes...| Yes...| oil SOGcan) ec) ee 
Ala. | } 
The Farboil Co., Baltimore, Md All...) ¥e...} Yo __| Yes ¥@...) Ala Fee 
The Verflex Co., Inc., Providence, R. I__-- AR c<) 2O@z..| YOR. Yes...} All....| Yes 
Baltimore Copper Paint Co., Baltimore, Md Bec) esas ee ie. ee oe Yes 
Socony Paint Products Co., Metuchen, N.J_| All_...| Yes...) Yes_--| ; 1 SOBs ast Radice.) Oe 
Tousey Varnish Co., Chicago, Il na : AR... -] Yoes...| You...| Yeee..t Weer.) ae.) ee 
Decatur Chemical Co., Decatur, Ga___- | AM.) Yes. <) Fes..} Yess.u) Fes...) As Yes 
Baltimore Paint & Color Works, Baltimore, | All-- | ¥O65.01 YO. .«}) ¥OCs.-! | All_...| Yes 
Md, | | 
Reliance Chemical Co., Louisville, Ky All_-- | Yes___| Yoo...) Yes...) You...| AiL...} Feo 
Zophar Mills, Brooklyn, N. Y--.- | Ae | ets cc) Sete. Weisz No... 
Sherwin-Williams Co., Cleveland, Ohio_- ID a ee ee All....| Yes 
Automotive Finishes, Detroit, Mich All....| Yes...| Yes...| Some._; Yes...} All. Yes. 
Walter N. Boysen Co., Oakland, Calif- ) A....}) Fes...) You...} Yes...) ¥eec..t AR. Yes 
Duralac Chemical Corp., Newark, N. J |} All.. pS ee ee ee 
Industrial Paint peace nacre Co., Birming- | | | 
ham, Ala | All._- | Yes...| Yes...| Yes Yes All_...| Yes. 
Durable Paint Co. , Brooklyn, N. Y .-| All | Yes...] Yes. | Yes... j | All....| Yes. 
United Co- Operatives, Inc., Alliance, Ohio....| (3) | Yes...! Yes..-| eel | All .ct You 


See footnotes at end of table. 
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Survey of facilities to manufacture shipbottom and topside coatings—Continued 























Ship bottom Topside 
Company Can |Labora-| Permit | Have Will Can _ |Labora- 
manu-| tory | inspec- | equip- | secure | manu-| tory 
facture | facili- tion ment | equip- | facture | facili- 
| ties ment ties 
$$$$__—_|—_|_}_| | 
The Valspar Corp., Ardmore, Pa Paces) 2B os] 2ORuc<) 2 OR;.-! | All | Yes, 
Great Western Paint Ms: inufacturing ‘Corp. : 
Kansas City, Mo BOO cdetanenes Licbccacnt ae Yes. 
Atlantic Varnish & Paint Co., Inc., Rich- | | 
mond, Va_-- ‘ All_.--| Paina) Yes.. ; | Yes... All | Yes. 
Adelphi Paint & Color Works, Inc., Ozone | 
Park, N.Y ja | No All....| Yes. 
Utlev Paint Co., New Orleans, La_. ; All Yes_..| Yes. | 0c Geeniens? OR, 
Petit Paint Corp., Belleville, N. J Gained All. Yes...| Yes...] Yes_--| “ | Yes. 
E. I. du Pont de Nemours & Co., Inc., Wil- | | | 
mington, Del __---- 5 : <on at Ae Vesen] YeticA Yeu... .-| All...-| Yes. 
Sundure Paint Corp., Syracuse, N. Y i All._-.| Yes Yes__-} | Yes...] All.s.:| Yes. 
Congress Paint Corp., Washington, D, C- All....| Yes...) Yes | Yes_..} All Yes. 
Lenotr Weed Finishing Co., Lenoir, N. C.. All | Yes_._| Yes_..| Yes__.| Yes. All Yes. 
}.8. Coatings, Bronx, N. Y. sae All ee ee OS. ..1 | ; md 
oo Oakmont, Pa Sit --| All Vea Ved Yee...) TS BE Yes, 
James B. Sipe & Co., Pittsburgh, Pa_------ All Yes_..| Yes. ._| Yes...| All. Yes. 
Eastern Lacquer C orD., Malden, Mass All | Yes...| Yes...| | Yes...) All Yes. 
Midland Industrial Finishes, Waukegan, Il All____| Yes.._| Yes_- | Yes.._| All Yes, 
Trail Chemical Corn., El] Monte, Calif... _- ve | | All. Yes. 
Jones-Blair Co., Dallas, Tex he Ca Pe All Yes, 
Harris Standard Paint Co., Tamna, Fla (3) Yes...| Yes...| Yes.. | Yes_._| All Yes, 
Hanna Paint Manufacturing Co., Columbus, | | | | | 
Ohio. _.....-| All....] Yes...| Yes-..| Yes..-| Yes...] All Yes. 
O’Brien Corp., South Bend, Ind | All | Yes...| Yes_..] Yes...| Yes...| All Yes. 
Midwestern Color Works, Minneapolis, | | | 
Minn. | All Wesss.] Vous.) Vea.) Yea.. | All Yes. 
Navko Paint & Varnish Works, Houston, | 
Tex -.-| AR fo WEE i ("ee ec ee | All | Yes, 
Vita-Var Corp., Newark, N. All ees...) Yes... :| Yes...) Bess..] Ab | Yes. 
W.J. Sutcliffe Co., Inc., E. Ruthe rford, N.J All | Yes.._| Yes Tea.<3 | All___._| Yes. 
Devoe & Reynolds Co., Inc. Louisville, Ky All Yes_..| Yes | Yes...| All | Yes. 
Beckwith-Chandler Division, Newark, NS All. Yes. c-Si ee | All Yes. 
The Gilbert Spruance Co., Philadelphia, Pa All . Yes.._| Yes. We nee | All Yes, 
Akron Paint & Varnish Co., Akron, Ohio ee el SR CO ee |} All | Yes. 
Wm. Armstrong Smith Co., East Point, Ga All | Yes, Yes. .c) Yea...i ; All | Yes. 
Kyanize Paints Co., Everett, Mass : Se...) Yea... Ve Yes___| All Yes. 
Olymnie Paint & Varnish Co., Los Angeles, | | | | 
Calif. | All....| Yes_. | Yes...| Yes...| | All____| Yes. 
W. P. Fuller & Co.. San Francisco. Calif All Yes Yes___| | Yes...| All....| Yes. 
Thomson- -Porcelite Paint Co., Philadelphia, |  (*) ES a2) cas | Yes...| All 
‘a. | | } 
Old Colony Paint & Chemical Co., Los| (5) | Yes__.| Yes...| Yes | Yes_. | All. Yes, 
Angeles, Calif. | | 
Maas & Waldstein Co., Newark, N. J__- (3) | No | | All | Yes. 
Reliance Varnish Co., N. Chicago, Tl | All_. Yes_..| Yes...| Yes All.. Yes. 
Bennett’s, Salt Lake City, Utah__- | (*) | Yes__.| Yes | Yes... ince All... Yes. 
De Boom Paint Co., San Francisco, Calif____| (@) | Yes (ee i. All Yes. 
Sinclair Refining Co., Marcus Hook, Pa__-_-| All_...| Yes_...]| Yes_...| Yes__-| | All_. Yes 
Orelite Paint Products Co., Lodi, N. J All | Yes__.| Yes...| Yes_._| | All_. Yes, 
Warren Paint & Color Co., Nashville, Tenn.| (2?) | Yes_. lY osc) Vou...i | All-. Yes 
Pervo Paint Co., Los Angeles, Calif Alls.) Yes... Ye...) Yes. | All Yes 
Comtags Materials Laboratories, Nutley, | All..-.| Yes_- Yes__ | Yes...} All....| Yes. 
Oliver Johnson & Co., Providence, R. T_- All....| Yes_..| Yes...| Yes.-..| All Yes 
20th Century Paint & Varnish Co, Brook- | All_..| Yes__-| | Yes__.| Yes_...] All_- Yes 
lyn, N. Y. | 
Wyandotte Paint Products Co., Wyandotte, All ee eee Ce | Ye...) All... Yes. 
ic | 
The Glidden Co., Cleveland, Ohio_--- |} All_. Vou...3 Wee... Fees.) Fees) ARS Yes. 
American Resinous Chemicals Corp., Pea- (7) | Yes 70. RE igh cesne | No.. 
body, Mass. | | | | 











1 All except formula 113/49 (orange and white). 
2 All except MIL-P-18991 A. 

* All except MIL-P-18991A formula 113/49 (orange and white) 

4 All except MIL-—P-18991A formula 113/49 (orange and white); » MIL-P-159: 290A; MIL-P-15930A; MIL- 
P-15931A; MIL-—P-16189A; MIL-—P-15934A; MIL-—P-15935A; MIL-P 16188A; MIL-P- 15936A; MIL-P- 
16501A; MIL-—P-16502A; MIL-—P-16738A; MIL-—P-15933A; MIL-—P-15932A. 

5 All except MIL—P-15929A; MIL-—P-15930A; MIL—P-15931A; MIL—P-16189A; MIL-—P-15934A; MIL-P-~ 
15935A; MIL-P-16188A; MIL-P-15936A; MIL-—P-16501A; MIL-P-16502A; MIL-P-16738A; MIL-P-15933A 
MIL-P-15932A. 

6 All except formula 113/49 (orange and white); MIL-P-15929A; MIL-—P-15930A; MIL-P-15931A; MIL- 
P-16189A; MIL-P-15934A; MIL—P-15935A; MIL-P-16188A; MIL-P- 15936A; MIL-P-16501A; MIL-P- 
16502A; MIL-P-16738A; MIL-P-15933A; MIL-P-15932A. 

7 All except MIL—P-17545; MIL—P-17544; JAN-P-735; FORMULA 84D/47; MIL-P-18945A; MIL-P- 





18992A; MIL—P-18943A; MIL-P-18944A; MIL-P 18991 A: MIL-C-15328A; MIL-P-15145A; MIL-P 
15130A; MIL-P-15129A; MIL-P-1265A; MIL-P- 15181A; MIL-P-15128A; MIL-P 12644; JAN-P-699. 
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STATEMENT BY WALDO B. UTLey, PRESIDENT, PRISMA PRODUCTS 
Corp., NEW ORLEANS, LA. 


My name is Waldo B. Utley, president of the Prisma Products Corp. in New 
Orleans, La. I majored in chemistry at Washington and Lee University and in 
business administration at Tulane University. I was elected vice president of 
the Utley Paint Co. in 1932 and became president of that company in 1934. In 
1956 the Utley Paint Co. was consolidated with the New Orleans Paint & Color 
Co. (another small manufacturer) to form the Prisma Products Corp. I am 
president of this company. I have been active in the paint business since 1927. 

A great deal of my business experience has been concerned with the actual 
formulation and production of paints and surface coatings. Being a small 
business, I am never very far from the laboratory or from production. I do all 
purchasing, production scheduling and set all standards for finished products. 
We have a well equipped laboratory with a graduate chemist in charge who has 
wide experience in every phase of the manufacturing end of our industry. We 
have a small, but efficient plant and pride ourselves on producing quality paints. 

Being located in the central gulf area, our interest in marine paints can 
readily be understood. We have been manufacturers of a general line of marine 
paints for the Maritime Administration and have furnished other specification 
marine paints to many subcontractors in our area. 

I contend that the manufacture of paint for Government use is a private 
industry function and one particularly suited to small business. I see no 
reason for the Navy to manufacture paint when all branches of the service, 
including the Navy, purchase their paint requirements from industry. 

Last April our national association sent us specifications and formulas for the 
paints manufactured by the Navy. The topside and deck paints are very close 
to paints purchased by other agencies and would pose no problem for any 
reputable manufacturer. 

The specifications on shipbottom paints were made available to our industry 
for the first time and I carefully evaluated the formulations, equipment required, 
and method of manufacture. I was one of many who answered the survey and 
I am confident that we can produce the shipbottom paints. We would be 
delighted to have our plant inspection if that was necessary to become a qualified 
plant. We are, at present, a qualified bidder on Maritime Administration paint 
proposals and see no difficulty with any of the paints currently manufactured 
by the Navy. 

Paint is one field where small business can serve the military. We, speaking 
for small business, supply paints for the Air Force, Army engineers, Army 
Ordnance, General Services Administration, and other agencies. The age-old 
argument that the 33 paints made in Navy plants are beyond the scope or ability 
of our industry is unsupported. 

Our plant has been inspected and approved by the Maritime Administration. 
Only 30 days ago we manufactured and delivered 1,500 gallons of marine paint 
for Maritime Administration vessels. We have also furnished marine paints 
for Navy contractors. These were primers and topside paints. Almost daily 
we make haze gray paints for private consumption. 

If this Navy paint production were made available for bid by private paint 
manufacturers, it is a foregone conclusion that small business can and will 
participate in supplying the Navy's needs. There is no great problem for my 
company to produce shipbottom plastic and vinyl-type paints. Installation of 
some equipment—a worthwhile investment, if the procurement is assured—is 
the only step necessary to qualify my company and other small manufacturing 
plants to become a Navy paint supplier. 

We have heard of Government efforts to help small business and the fact that 
you have called the hearing is evidence of your desire to do so. The volume of 
paint produced by the Navy would aid greatly in strengthening the small paint 
manufacturer and would mean savings to the Nation as well as contributing 
additional taxes. 

I appreciate the privilege of appearing before you and earnestly solicit your 
aid in closing the Navy paint plants promptly so small-business men may serve 
their Nation and be relieved of the unfair competition from their own Government. 
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STATEMENT BY RALPH H. EVERETT, EXECUTIVE VICE PRESIDENT, M. J. MERKIN 
Parint Co., NEw YORK 


My name is Ralph H. Everett. I reside at 18 North Hillside Place, Ridgewood, 
N. J. I am executive vice president of the M. J. Merkin Paint Co., 1441 Broad- 
way, New York 18, N. Y., a paint manufacturing company. I graduated from the 
Sheffield Scientific School at Yale in 1913. My experience since that time has 
been with the Lidgerwood Manufacturing Co. as assistant to chief engineer, the 
Grasseli Chemical Co. as assistant to chief of construction and repair, production 
manager and secretary of the Keystone Varnish Co., and since 1943 in my present 
position. 

I was a member of the Technical and Advisory Committee of Protective Tech- 
nical Coatings Division, War Production Board, member of the National Security 
Industrial Association Paint Study Committee, past president of the Federation 
of Paint and Varnish Production Clubs. I am a fellow of American Institute 
of Chemists, a contributor to trade and technical magazines, and lecturer on 
paint at the Massachusetts Institute of Technology and the University of Penn- 
sylvania. This brief résumé is submitted to acquaint the subcommittee with 
the fact that I am an experienced paint manufacturer. 

During the hearings on Government competition by the House Subcommittee 
on Government Operations in 1952, the then Secretary of the Navy Kimball stated 
that he would welcome an impartial survey of the Navy paint plants and abide 
by any decision as to the continued operation of these plants. The Navy Depart- 
ment requested a study be made by the National Security Industrial Association. 
A paint study committee of nine members was appointed. I was a member of 
that committee. 

It was my privilege not only to visit the Navy Norfolk paint plant but to watch 
the operations, study cost data, and to participate in writing the committee report. 

The committee found that private industry could supply all of the Navy’s 
paint requirements. We found no evidence of any important economies after 
proper consideration had been given to the inherent differences between account- 
ing for taxpaying private industry enterprises and for tax-free Government 
operations. 

We did recommend that research be continued and felt that the paint industry 
would cooperate with Navy research in an accelerated program of improvement. 

This study was made in 1952 and the report was written in January 1953. 

The Secretary of Navy did not act on the committee’s recommendation. The 
Navy did, however, curtail the number of paint items to be manufactured from 
150 to 28. If the operation of the Navy paint plants was uneconomical and un- 
necessary when it produced 150 items, it is of less importance today. The Navy 
has maintained that it can produce paint at a lower cost than private industry. 
I did not find this true during the study by the committee mentioned. One way of 
showing a saving was to compare their own manufacturing cost with an accepted 
bid. In the first place, we did not accept their own costs as being accurate. 
Secondly, the bids from industry included transportation to a delivered point 
which Navy figures did not show. 

The Navy has continued to use this argument and, in 1953, conducted a survey 
of the Norfolk paint plant. On the basis of these figures there was a purported 
saving of $600,000. I cannot agree with the figures or the savings. Such items 
as transportation, Federal taxes, management control, purchasing, and other 
expenses which are part of business expense are missing. The most amazing 
figure revealed was that the Norfolk paint plant operated at 12.7 percent of 
capacity while the Mare Island plant operated at 10.8 percent of capacity. No 
pretense of plant efficiency is possible with this low rate of production. 

At the time the survey was made in 1953, paint production in the Navy 
paint plants was about 2 million gallons a year. While this may not be a 
large volume compared to the total production of the paint, varnish, and lacquer 
industry, it is a sizable percentage of total marine-paint production and a 
volume which small-business men would greatly appreciate. 

It can be definitely established that the paint industry, which is mainly com- 
posed of small-business men, can and will produce all Navy paint requirements. 
The principle of encouraging free enterprise and eliminating competition from 
Government is basic: There is no necessity for continuing the operation of the 
Navy paint plants, and I, as well as many other small-business men in America, 
ask that the Navy be directed to close its paintmaking facilities promptly and 
enable the American paint industry to supply its needs. If our industry can 
do it for 90 percent of the military paint needs of the Government, it can do 
it for the remaining 10 percent. 
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I disagree with the Navy contention that private industry cannot manu- 
facture ship-bottom paints now. This is more or less a question of equipment 
and testing procedure. It is certain we have several thousand chemists in our 
industry who can read a specification and follow it. Further, we have been 
called upon to supply coatings for jet planes, rockets, ammunition, and other 
products of the military which require careful formulation and manufacture. 
To say that we cannot produce an antifouling paint is a challenge our industry 
is ready to refute. 

The National Paint, Varnish, and Lacquer Association has submitted a 
survey it made of the ability of private paint manufacturers to produce specific 
paints now being made by the Navy. My company answered that survey, stat- 
ing our facilities, know-how, and abilities could produce these products. 

This practice of Navy manufacture of paint, despite all the evidence 
against its need, should be ended, and I warmly commend this committee for 
its interest. I trust it may use its prestige and efforts to halt this competition 
with the small-business interests of the Nation. 

Senator Tyr. You may proceed, Mr. Boland. 

Mr. Botanp. I appear here, Senator, in behalf of the National 
Paint, Varnish, and Lacquer Association which is a trade association 
with a membership of approximately 1,400. The members are en- 
gaged in the manufacture of paint, v arnish, lacquer, and allied prod- 
ucts or of materials and equipment used in such manufacture. A 
great majority of the membership of the association are classified as 
small business. 

The membership represents approximately 90 percent of the total 
national volume of the sales of all types of these products. I want to 
thank the committee for the privilege afforded the association, myself, 
and also the industry, to appear here to testify in behalf of this ques- 
tion of Navy competition with the paint industry. 

I have set forth in my prepared statement the principle that the 
industry adheres to, that the Government should not compete with 
private enterprise, and I have also set forth various arguments in 
support of that principle. 

As a matter of background with respect to Government competition 
with the paint industry, it has been going on for over 50 years, and it 
has been the subject of congressional investigation for the past 35 
years. 

Mr. Shannon’s committee, which investigated this problem in the 
72d Congress, came out with a recommendation that the Navy paint 
plant should be closed. 

Senator Tuyr. If I may interrupt you, what were the specific rea- 
sons they gave as to why those plants were not c losed 

Mr. Botan. There was no reason set forth in the actual report of 
the committee, but in the hearings it was brought out that the indus- 
try, private industry, could supply all the needs of the Navy. 

Senator Tuyr. Then what did the Nav y give as the specific reason 
for its continuing its paint manuf: veturing operations? You may 
touch on that. 

However, I do not see it on this particular page of your statement, 
and that is the reason I interrupted, just to ask you that specific 
question. 

Do you have the specific answer as to whether they justified their 
action in continuance of the paint manufacture ? 

Mr. Botanp. Apparently they did not justify their action as to 
continuance because the committee recommended that the paint plants 


be closed. 
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Senator Tuye. In other words, they just ignored the recommenda- 
tions; is that true? 

Mr. Botanp. Nothing happened, sir. 

Senator Tuyr. Thank you. You may proceed with your state- 
ment. 

Mr. Botanp. Then in the 82d Congress, Mr. Bonner, of North Caro- 
lina, handled the investigation of the subcommittee of the Government 
Operations Committee in the House, and out of that they made a 
recommendation that these paint plants be closed. 

Then Mrs. Harden, of Indiana, in the 83d Congress, conducted a 
similar investigation and there was a report of the subcommittee ap- 
proved by the full House Committee on Government Operations, and 
that recommended that the paint plants be closed. 

You will find on page 3 of my statement,” about halfway down the 
page, a quotation of the recommendation of the subcommittee. There 
were certain exceptions as to products but also certain recommenda- 
tions, that the plastic paints and ship-bottom paints and antifouling 

aints be made the subject of studies so that commercial sources could 
5 developed. 

After these legislative recommendations from these committees, the 
executive branch did take some action in issuing various bulletins. 
The Secretary of Defense issued 1 and Mr. Brundage referred to 1 
which was issued by the Bureau of the Budget.” 

Under the directive of the Defense Department, paint was one of 
the 13 products designated for study, and the Commerce Department 
conducted a separate study in this regard. 

The recommendation was that the Navy manufacture of top-side 
paints be discontinued and that the Navy prepare a program to ter- 
minate the manufacture of ship-bottom paints. 

The Navy advised the Assistant Secretary of Defense for Supply 
and Logistics that it would cease manufacture of all exterior paints 
by August 1, 1955. 

The Secretary of Commerce submitted a recommendation to the 
Defense Department that he had found private manufacturers of 
paint were available for it and capable of meeting the Navy’s needs. 

This was done after full consultation with industry. 

The Secretary of Defense, after these various recommendations had 
been made and this study had been made, decided that paintmaking 
by the Navy should cease, and at that time there was a section in the 
Military Appropriations Act, which became known as section 638, 
which required that any decision to terminate these facilities be sub- 
mitted to the Appropriations Committee of the House and the Senate. 

That was done by the Secretary of Defense and the Senate Appro- 
priations Committee entered no objection to this order of discon- 
tinuance. 

The House Appropriations Committee disapproved the closing, and 
on page 3* you will see the statement which I quote in which they 
said: “Further consideration should be given” and they suggested 
a further study. Pr. 

The testimony of the Navy Department presented before the House 
Appropriations Committee indicated that they had the belief that 


2 See Mr. Boland’s prepared statement beginning p. 14. 
28 See exhibits 1 and 2, pp. 7 and 34. 
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private industry could not make or manufacture some of the paints 
required by the Navy, particularly the ship-bottom paints. | 

It so happened that in connection with some of these ship-bottom 
paints, they were made under secret specifications, and it was only 
in March of last year that the Association was able to obtain copies 
of them. 

When we obtained copies of them—— 

Senator Tuyr. May | interrupt at that point? 

Had the private manufacturer at any time endeavored to deter- 
mine whether he was able to mix the same type and quality of paint 
as was being used by the Navy? 

Mr. Botanp. It was impossible for them to do that, sir. 

Senator Tuyr. Had they conducted any research or experimental 
work to determine whether they could mix an equally good or an 
even superior product ? 

Mr. Botanp. I would like either Mr. Everett or Mr. Utley to answer 
that question. 

Senator Tuyr. That would be very important as to how critical we 
would be as Members of Congress or how critical should the private 
enterpriser be of the military force or the military activity, unless 
they themselves had done the research that would enable them to come 
up with a product that served equally as well or was even superior. 

Mr. Evererr. It is my recollection, Senator, that the hot plastic 
type of bottom paints was developed by the Navy. In fact as I recall, 
I remember meeting the young man who did it, and up to something 
like a year ago industry had not been informed of what they wanted, 
so therefore there was a question 

Senator Turn. In other words, you did not know 

Mr. Evererr. We did not. 

Senator Tryr. What they wanted as a body within the paint 
structure ¢ 

Mr. Evererr. That is correct. 

Senator Tirye. So that whatever you would have mixed would have 
been entirely a guess on your part whether it would meet the specifi- 
cations or the requirements. 

Mr. Evererr. Of course, it would have been completely a guess be- 
cause you did not know anything about what they wanted, because all 
the Navy paints are bought on specifications as promulgated by the 
Navy, so therefore industry was uninformed. 

Senator Trryr. So you had no opportunity, and if you did challenge 
what they specified as a requirement, it would be merely a challenge. 

You had no basis of proving that you had a superior product or 
something equally as serviceable ? 

Mr. Evererr. Completely so. 

Senator Trryr. Excuse me for the interruption. 

You may proceed. 

Mr. Botanp. I might state that, after the Navy made these specifi- 
cations for the ship-bottom paints available, the association conducted 
a survey of the industry, and they submitted specific questions to the 
industry to determine whether or not they had the ability and the 
facilities and the know-how to make these paints. 
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Attached to my statement is an exhibit entitled “List of paint 
items manufactured in Navy plants,” and after that is a list of the 
result of the surveys.* 

That shows that there were 76 companies, private companies, re- 
orted that they could manufacture these paints, that all of them had 
aboratory facilities and were willing to Lava their plants inspected 

by the Navy, and that 65 of these companies could produce all types 
of the ship-bottom paints, and that 11 of them could produce all of 
these ship-bottom paints except what is known as the hot plastic type. 

The study of their facilities showed that they had the capacity to 
produce in excess of 514 million gallons of these ship-bottom paints, 
which we estimate is approximately 10 times the current Navy 
requirement. 

In this connection it should be stated that the Army, the Coast 
Guard, and the Maritime Commission purchased their paints—their 
marine paints, their ship-bottom paints, and other types, topside 
paints—from private sources, and the private industry has never had 
any difficulty in meeting any of the specifications or the needs or the 
requirements of these Government agencies. 

he Ordnance Department and the Air Force, both of whom have 
exacting requirements for particular needs, purchase their coatings 
and their paints from private sources. 

I have attached to my statement, Senator, a summary of the dis- 
tribution of the paint manufacturing plants by State and by region.‘ 
It shows that there are a total of 1,469 individual plants which are 
capable of making paint, and I may state that I find there is an 
omission in that summary. ‘These figures were collated from the 
reports of the United States Bureau of the Census. 

There is one thing to be emphasized in connection with the paint 
industry and which I think is a matter of interest to your committee, 
and that is that the last complete census of manufacturers was made 
in 1954. And of these 1,469 manufacturing plants, all but 7 of the 
companies were in the small-business classification. 

The paint industry is dominantly and for years has been a small- 
business industry, and for that reason we are very happy that we 
have Mr. Utley here and also Mr. Everett, because both of them fall 
into, or at least their companies, fall into that category of small 
business. They are typical. 

Now with respect to the termination of these paint facilities, Navy 
paint facilities, there are two of them. One is located at Norfolk, Nor- 
folk Navy Yard, and the other one is located at the Mare Island Navy 
Yard on the west coast. 

The industry through the association has offered to take any quali- 
fied personnel that may be displaced. They have offered their help 
in the disposal of any of the facilities which are in these paint plants. 
In other words, full cooperation has been offered in any problem such 
as I mentioned that might arise in connection with closing of these 
paint plants. I have set forth in my statement a reference to a 
company’s study which was made by Price Waterhouse Co. It was 
made at the request of the Navy Department for its paint plants. 
The figures relate to 1953 and 1955. It shows that they have a manu- 
facturing cost of $4,298,416. 


8 See p. 19. 
*See p. 17. 
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We have no information at this time of what those costs are today, 
because it appears to us that the operations in these paint plants have 
been enlarged. The reason we believe this is that we have noticed 
that there have been recent large purchases and a sharp increase in 
the number of purchases of raw materials by the Navy Department, 
which ordinarily would be used in the manufacture of paint. 

Two examples: On March 8, this year, the Navy issued invitations 
to bid on 108,000 pounds of cuprous oxide. We estimate that that is 
enough to make 200,000 gallons of hot plastic paint. That is about 
two-thirds of the previously estimated annual production of both 
Navy paint plants. 

Senator Tuyr. May I interrupt at that point ? 

Are you, as a private industry, ably qualified to process that hot 
plastic paint ? 

Mr. Botanp. Yes, sir. ‘ 

Senator Tuysr. Are you doing it? 

What do you use it for in the private field? To what use does it 
lend itself other than for ship construction ? 

Mr. Botanp. I believe either Mr. Utley or Mr. Everett could answer 
that question. 

Mr. Evererr. I would say nowhere unless some of the private 
marine people wanted to use that type of paint. 

I would like to say just one little bit right at this point. That only 
represents a very smal] amount in total of the amount of paint made 
by Navy, hot plastic. 

Senator Ture. The hot plastic? 

Mr. Evererr. It is only a small amount of the total. 

Senator Ture. But is it something that is new ? 

Mr. Evererr. That is new. 

Senator Tirye. That is what I thought. Iam not a Navy man but 
I had never heard the expression “hot plastic” unless just recently in 
various types of advertisement and in the discussion here. For that 
reason 1 wondered whether it was a new product that has been per- 
fected, or are you still doing a certain amount of research in that field ? 

Mr. Evererr. That was developed by Navy and used in the last war 
so far us I know, so that it is not new from that standpoint, but it is 
somewhat new to the paint industry because only about a year ago 
did we know what they wanted in it. 

Mr. Bontanp. I know, Senator, one private manufacturer who has 
made this hot plastic-type paint, but he did that under a license on 
the patent. 

The patent is under the control of the Navy, or at least it was. 

Senator Tuyer. All right, sir, you may proceed. 

Mr. Botanp. Another evidence that seems to indicate resumed activ- 
ity in these Navy paint plants is that on March 19 of this year the 
Navy issued invitations for bids on 3,724,600 pounds of alkyd resin. 
That is an enormous amount of material to be purchased, and it is 
used in the manufacture of haze-gray paint, and zine-cromate primer, 
two products which are very easily made by private manufacture. 

I have set forth in my statement some estimates of the amount, the 
number of gallons, 1 million gallons haze gray could be made from this 
amount, and that is more than double the estimated production of the 
Navy plants for 1955. 





*4 See pp. 18, 19. 
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Under this resumed activity by the Navy of purchasing all of these 
materials, it is evident either that they mean to continue to operate 
these paint plants or that this purchase of these raw materials is 
wasteful. 

Senator Tnyr. At that point, have you any information as to the 
amount of paint the Navy has sold as surplus, if any, in the past 2 
years ? 

" Mr. Botanp. No; I have not, sir; but I can get the figure for you if 
it is available and submit it to the subcommittee.® 

Senator Ture. I am quite sure that the Navy will be able to answer 
that question. 

Mr. Botanp. In summary, I am very delighted that these two gen- 
tlemen are here with me, Mr. Utley and Mr. Everett, because they 
know the industry and they know the production of marine paints, 
and they have made paints under Navy specifications and have also 
made paints under the specifications of other agencies in the Govern- 
ment. They with the other members of the association believe that 
there should be some action, some progress by the Navy Department, 
in carrying out the directives which have been issued in the executive 
branch as well as the legislative branch that this manufacture of paint 
be returned to private industry. That is all I have to say, sir. 

Senator Tuyr. You say “returned,” insofar as the Navy is con- 
cerned, they have always used their own product, am I right or 
wrong ¢ 

Mr. Botanp. No, sir. Private industry has made any number of 
paint products which the Navy also makes in its paint plants. 

Senator Ture. You say that they mix or make in their paint plants ? 

Mr. Botanp. They make; they manufacture. 

Senator Toye. But I mean have you ever been awarded as a private 
enterpriser a bid on paints for the Navy or have they supplied their 
own needs? 

Mr. Botanp. No, no, they purchase paint products from private 
industry, any number of them. 

Senator Tuyr. Then are they running their plant in the field of 
research more than they are in the field of supplying their own needs? 
You gave ingredients required that would go into a mix that would 
increase the amount of paint in the processed form as compared to that 
of last year, did you not? 

Mr. Botanp. That is right, sir. 

Senator Ture. That is what led me to ask that question, whether 
they are now going into the field of supplying all of their needs, or 
are engaged strictly in a research activity to determine what is the 
best product that can be processed ? 

Mr. Botan. Their operations have been considerably reduced, and 
our best information is that these two paint plants, Norfolk and Mare 
Island, are operating perhaps at 10 percent of their capacity. Last 
year they advised us they were making 33 paint items. Previously 
over the years that number had gone as high as 150. Some of the 
33 paint items that they make today they purchase from private 
sources also, but with respect to these ship-bottom paints, they make 
a considerable amount of those paints themselves, and private indus- 
try is not afforded an opportunity to bid on those paints. 

Is that a fair statement ? 





5 See material submitted by the Navy, exhibit 3, p. 49. 








38 
te 
1s 


16 
9 


er 


n- 
2V 
8, 
sO 
n- 
at 
it, 
ve 
nt 


n- 
or 


of 


ite 
Ir 


ite 


of 
is? 
ld 


at 


er 
he 


nd 
ire 
ist 
sly 
he 
ite 
ke 
S- 


GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 29 


Mr. Evererr. I think so, yes, but I think you are putting entirely 
too much emphasis on ship- ovis paint. 

Senator Turse. Do you, Mr. Everett, care to make a statement on 
the question at this point? It might be helpful from the standpoint 
of the record. 

Mr. Evererr. I will try to be helpful. My relationship with this 
whole problem of course, became very acute during World War II 
when our company was running approximately 75 percent of its total 
production on paints for Navy and American merchant ships, so 
virtually our output was that. 

We are making the same type of paints the Navy now makes and has 
been making. They could not make enough of them so we made, and 

others like us, the amounts that were required for the huge naval 
operations involved at that time. 

The point that the industry has made over a number of years is that 
when conditions are what you might call normal in our type of econ- 
omy we feel we ought to make the paints that are required during the 

rest of the time, because certainly during the war—lI have no figures 
to prove this—I would venture a very creat epee that 75 percent of 
that marine paint was made by private industry, ‘ , 25 percent maybe by 
Government facilities. So what we are looking forward to is just not 
having competition in making it during normal times, and we hope 
most of the time it is normal times. 

Senator Tuyr. Would you have any knowledge of what percent—of 
course the Navy would answer this question when we ask them, but in 
your own opinion what pereent of the Navy’s operation would be 
charged to research activity and what percent would be just filling the 
required need of their paint supply ? 

Mr. Everett. I have no idea of how they split up their budget or 
their expenses, but I would certainly say the amount required for 
research by their very excellent research department is very small 
compared with the whole. 

Senator Tuyr. You say their research department is very small 
compared to the industry as a whole? 

Mr. Evererr. Yes. 

Senator Tuyr. But would it be the actual nucleus of their reason for 
existence ? 

Mr. Evererr. There does not seem to me to be a necessity to operate 
two paint plants in order to have research. 

Senator Tuyr. Do they have a paint that is separate from their 
research activities ? 

Mr. Everett. Insofar as I know; yes. 

Senator Tuy. I mean are they at separate sites ? 

Mr. Evererr. Yes, sir. 

Senator Ture. No research facilities in one site? 

Mr. Evererr. They may have rudimentary ones or small ones I 
assume at both of the paint plants, but as I understand it, most of their 
research is in Philadelphia. 

Senator Tuyr. I just want to get your views as a private enter- 
oe as to what you think because you will be here in the room when 
the Navy makes its own statement as to why they came into the paint 
manufacturing business. 
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I presume at one time there was a need because they were not given 
the uniform paint that was protecting the ships’ bottoms. That might 
have been the birth of it, just the same as in the construction of an 
early type of plane, there was a certain type of wood that was neces- 
sury. In that case the emphasis was on a certain type of wood product, 
and therefore there was the birth of a Federal operation which con- 
tinued for a great number of years, even though we went into the metal 
type of construction. 

So I can see why they came into being, but I cannot see the necessity 
or even the justification for their continued operation. 

Mr. Evererr. I think that is an absolutely correct statement, that 
they went into that in order to get what they wanted, but I also will 
say this: That at the time the Navy was going into it to get the kind 
of paint they wanted, the technology of the paint industry was of 
minor importance, and probably at that time, which goes back 50 
years, there were not 10 chemists in the whole paint industry. 

Today I think we are the fourth largest employer of chemists in 
industry, and I believe we have somewhere in the neighborhood of 
4,000. 

Senator Tuyr. Mr. Utley, do you care to add to the statement ? 

Mr. Urtey. It is a real pleasure for me to appear before the sub- 
committee not only as a paint manufacturer but as a small, “small- 
business man.” 

Senator Tuyr. How many people do you employ ? 

Mr. Utter. Thirty-two, total. 

Senator Tuyr. Do you do any research ? 

Mr. Ur ey. Yes, sir. We employ a fulltime chemist, 1 of the 32. 

Senator Tuyr. Have you developed some new processes in your 
operations in recent yei ars? 

Mr. Uriey. We have done some considerable amount of work, par- 
ticularly in the nature of fume-proof materials which is very im- 
portant 

Senator Ture. I beg your pardon. 

Mr. Uttey. If you i improve materials, paints. 

Senator Tuyr. I do not understand what you are actually telling 
us. The counsel here says to take the paint smell out of paint. 

Mr. Urtey. No; that is not the story. 

In topside whites, for example, in the marine line—it also applies to 
industrial finishes and house paints as well—the problem of fumes has 
been one that has has been quite a problem in the industry for many 
years. 

We in New Orleans have had that problem with us. We have the 
marsh gases in our area, the harbor gases. We also are surrounded 
by paper mills. 

Senator Ture. In other words, what you are trying to do is to 
process a paint that is resistant to certain smokes and fogs, et cetera, 
which can almost destroy nylon hose on contact, isn’t that it ? 

Mr. Uttey. That is correct, and discoloration as well. 

Senator Tryr. Have you made some startling discoveries and 
achievements ? 

Mr. Uttry. We like to think we have, Senator. 

Senator Tre. Has anyone challenged you as to whether you have 
or not / 
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Mr. Uritey. We have been making these materials as a small manu- 
facturer since 1927. We have continued that research. In an organ- 
ization such as ours, being as small as we are, research is necessarily 
limited as you can appreciate. a 

Senator Tuyr. Why do you engage in that research activity, as 
small as you are? Is that what you make a specialty of or do you 
find that you can make a better product by further study and re- 
search on what the needs are. 

Mr. Utter. Senator, we engage in that research to be able to stay 
in business. 

Senator Tuy. That is quite a heavy overhead, to have a fulltime 
chemist for that small an operation. 

Mr. Uriey. We have to do it to stay in business. We have to have 
something to sell that our competition possibly does not have to sell. 

Senator Tuyr. What is your product mostly used for? 

Mr. Urey. About 40 percent of our output is industrial and main- 
tenance finishes, that is paper mill finishes, metal primers, metal finish 
coats. 

We have recently gone into finishes for the offshore drilling rigs 
for the oil companies. We also make about 40 percent, another 40 
percent of our output is what we consider trade sales, that is house 
paints, decorative paints, and about 20 percent of our output is in 
marine finishes for private marine contractors. 

We have on occasion furnished Navy specification paints to sub- 
contractors doing work for the Navy. 

Senator Tuyr. Has your business grown in subcontracting for the 
Navy? 

Mr. Urey. Yes; our business has shown an increase in the past 2 
years, 

Senator Tuyr. Would you say it is because of your research activ- 
ity and the fact that you are abreast of the needs? 

Mr. Urtry. No, sir; I would not say that. 

I would say it is because of a better selling effort. 

Senator Tuyr. You mean it is salesmanship ? 

Mr. Uriey. Yes, sir. 

Senator Tryr. Does salesmanship apply in the bidding of a con- 
tract ¢ 

Mr. Uttry. Subcontract, yes, sir; salesmanship combined with 
price. 

Senator Tuysr. The price is what I thought would be the factor. 
I was wondering where salesmanship came in. 

Mr. Uttey. That is the reason I emphasized the subcontract angle. 
You have got to have an opportunity to bid—that is where the sales- 
manship comes in, and then the price determines whether you get the 
bid or not. 3 
_ But in reference to your question about our research influencing our 
increase in this type of business, this business has been all done on 
Navy specifications, this particular type of business that I have ref- 
erence to, and our research actually would not enter into that picture 
at all. 

Senator Tre. I did not think so. Once you were submitting a 
bid, your research activities were hardly a factor except as it might 
involve your costs. 
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Mr. Utrry. That is correct. 

These bottom paints—ship-bottom paints—as Mr. Everett has 
brought out, are not a major part of paint manufacture, as has been 
brought out before the committee, those formulations those specifica- 
tions were not available to private industry, to us, prior to March of 
last year. In April of last year our national association sent down 
copies of those specifications. 

Senator Tuyr. May I ask you this question, and it is not critical of 
industry but it is for the purpose of attempting to determine whether 
you would go on and aiianee in the field of research as a private 
enterpriser to meet every future need if in the event that research in 
Navy paint shops, under the supervision of Government, were to be 
absolutely eliminated ? 

Would you then go on and rely on what you know, or would you 
apply yourself in the field of research to see whether a new product 
could be developed which would be better as a serviceable product? 

That is the only phase with which we must concern saad and 
that is, is this Navy research helpful to the Nation and necessary to 
meet the Nation’s needs or could you pick up every phase of the re- 
search field ? 

That is the only question we should clearly define, as to whether that 
research should be left alive or whether it should be completely 
eliminated ¢ 

Mr. Uriey. Speaking frankly, Senator, I think that the Navy—— 

Senator Tuyr. We have got to be frank. ‘That is the whole pur- 
pose of this hearing this morning. Without frankness, we would not 
accomplish what we should be doing. 

Mr. Urttey. I feel that the Navy’s research program should be 
continued. 

Senator Tuyr. You feel that way? 

Mr. Uttey. Yes, sir. 

Senator Tryr. And your colleague seems to be shaking his head. 

Mr. Evererr. No; I would like to emphasize that, that when the 
study was made by National Security Industrial Association—a pri- 
vate organization—in regard to this problem which now goes back 
about 4 years, and it was done by some very capable men in coopera- 
tion with Navy, the recommendations at that time were very definitely 
to the point that no one could do in private industry the job which 
Navy was doing in determining what they wanted for their ships, 
because they not only had experienced personnel, but in addition to 
that, they had the finest testing ground in the world. They have the 
Navy and are able to watch their ships and see what the results are of 
changes in formulations and ideas. So that never, as far as our in- 
dustry was concerned, was that under attack in any way whatever. 
We are completely sold on it. 

Senator Tuye. Is it the volume factor that you question ? 

Mr. Evererr. All we wanted to do was make the paints. 

Senator Tuye. I see. You mean, in other words, that they do all 
the research, and that once they had made a decision on an ingredient 
and a mix, then it could be submitted to you to carry out. Then you 
would deliver it to them so they apply it and study its effect and its 
serviceability ? 

Mr. Evererr. That is correct. 

Senator Tuyr. That is what you are contending ? 
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Mr. Evererr. That is right. 

And of course insofar as I know, in their work they must depend a 
great deal upon private industry in their research for the simple rea- 
son the research in this country on pigments is done completely by 
private industry and dished out to the Navy and us and everyone else. 
But there was never at any time a recommendation by our industry 
in any way to discontinue Navy development of products that are 
satisfactory to Navy. 

Mr. Botanp. That is the declared position of the association in be- 
half of the industry, sir. 

Senator Tuyp. Do you wish to ask some questions, Mr. Messick ? 

Mr. Messick. No, sir; not at this point. 

Senator Tuyr. Have you any further statements, gentlemen ? 

Mr. Evererr. No, sir. 

Senator Tuyr. Thank you very much. 

Since Mr. Perkins McGuire, the Assistant Secretary of Defense 
for Supply and Logistics will not be able to appear because of illness, 
Mr. McKellar, I understand, will present Mr. McGuire’s statement. 

Mr. McKellar, you may proceed. 


STATEMENT OF JOSEPH M. McKELLAR, DIRECTOR FOR SMALL 
BUSINESS, ACCOMPANIED BY CARL H. KRUEGER, JR., CHIEF, 
COMMERCIAL AND INDUSTRIAL ACTIVITIES BRANCH, DIREC- 
TORATE FOR SMALL BUSINESS; AND JAMES P. NASH, COUNSEL, 
OFFICE OF ASSISTANT SECRETARY OF DEFENSE (SUPPLY AND 
LOGISTICS), DEPARTMENT OF DEFENSE 


Mr. McKettar. Before I commence, Senator, I would like to ex- 
press Mr. McGuire’s sincere apology that. he could not be here this 
morning. He had intended to be here, and we spent many long hours 
Friday and Saturday going over this. However, late $ Saturday he 
became quite ill. 

With your permission, Mr. Chairman, I would like to read Mr. 
McGuire’s prepared statement which expresses his point of view on 
this whole subject. 

Senator Tiuyr. You may proceed. 

Mr. McKetxiar (reading) : 

PREPARED STATEMENT OF PERKINS MCGUIRE, ASSISTANT SECRETARY OF DEFENSE 
(Suppry AND Loarstics), READ By JOSEPH M. McKELLAR 


Mr. Chairman and members of the subcommittee, I am pleased to appear 
before you to discuss the status of the Department of Defense program relative 
to the curtailment of commercial and industrial type activities operated by the 
military departments. 

As you know, the Department of Defense has had for some time a policy based 
on the principle that free competitive enterprise should be fostered by the Gov- 
ernment. This policy in substance states that the Department of Defense 
should not carry on commercial or industrial type operations in competition with 
private enterprise unless such operations are necessary in the interest of na- 
tional defense. 

Support of this basic principle and policy has been expressed during the past 
25 years by many committees of Congress. Further, Public Law 108, enacted 
by the 83d Congress, established the Commission on the Organization of the 
Executive Branch of the Government, more commonly referred to as the Hoover 
Commission, In this act, the policy of the Congress was declared to be among 
others: 


6a See appendix I, p. 85, for supplemental statement of National Paint, Varnish, and 
Lacquer Association, Inc., submitted by Mr. Boland. 
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(a) abolishing services, activities, and functions not necessary to the 
efficient conduct of the Government, and 

(b) eliminating nonessential services, functions, and activities which 
are competitive with private enterprise. 

The Senate Select Committee on Small Business in its annual report on 
March 30, 1955 (S. Rept. No. 129, 84th Cong., 1st sess.) discussed this problem 
and was very pointed and constructive in its expression on this subject favoring 
the discontinuance of Government operations in competition with private enter- 
prise. The committee also expressed hope that the Department of Defense 
would not rationalize such activities by drawing up the time-worn screen of 
national security, so-called dollar savings, the need for training personnel, and 
others. The report stated further that “the time has come when we need a 
straightforward aggressive attack upon a steadily growing cancer in our 
economy.” 

The Department of Defense policy relative to divesting itself of operations 
where requirements can be met by private enterprise is expressed in DOD Di- 
rective 4100.15, a copy of which at this point I would like to submit for the 
record along with a copy of a memorandum addressed to the military depart- 
ments dated January 31, 1956, which defines the term “reasonable price” that 
is used in the directive. 


(The documents referred to follow :) 


ExuHIsit 2 
April 27, 1955 
Number 4100.15 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Commercial and Industrial Type Facilities 
Reference : DOD Directive 4000.8, January 5, 1957 


I. PURPOSE 


The purpose of this directive is to establish the Department of Defense policy 
with respect to the ownership and operation of commercial and industrial type 
facilities. 

II. DEFINITION 


As used in this directive, commercial or industrial type facilities are those 
devoted to an activity which normally might be performed by private industry, 
except commissaries, post exchanges, and nonappropriated fund activities. 


III, POLICY AND CRITERIA 


(a) The Department of Defense supports the basic principle that free com- 
petitive enterprise should be fostered by Government. Therefore, it is the 
policy of the Defense Department that the use of government-owned and operated 
commercial and industrial type facilities will not be authorized after review 
except when it can be clearly demonstrated that private enterprise cannot per- 
form the service or provide the products as necessary to meet current and 
mobilization requirements, or that in the execution of the military mission, 
operation by the Government is a necessity. Those factors which would justify 
the continued use of, or the establishment of, government-owned commercial or 
industrial type activities are as follows: 

(1) The absence of private facilities of sufficient capacity located within 
a reasonable distance from the point of demand. This may be particularly 
applicable in isolated areas. However, the possibility of inducing private 
industry to meet the need must be examined. 

(2) The necessity for meeting the military demand at all times without 
delay, particularly where abnormal or fluctuating military demand makes 
private sources or operation impractical to the extent that the current or 
mobilization need cannot be met. 

(3) The need for maintaining facilities for the training of personnel 
(for operation in a zone of action or advance base or overseas operations 
where commercial facilities will not be available) where an organized 
training program for the type of skills involved, specifically requires the 
use of the facility in question. 

(4) The danger of compromising information which would aid potential 
or known enemies, or which would otherwise be prejudicial to the interests 
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of the United States, where adequate provision can be made only through 
government operation. 

(5) The product or service cannot be obtained from private sources at 
a reasonable price, whether by reason of lack of competition or for any 
other reason. 

(6) Any other criterion demonstrating a particular government opera- 
tion to be in the public interest, when approved by the Secretary of 
Defense. 

(vb) In those instances where it has been determined that a commercial or 
industrial type facility or activity should be continued, reactivated or estab- 
lished, maximum use of existing facilities will be made on a cross-servicing 
basis, provided such use is consistent with the policies expressed under (@) 
above. 

IV. PROGRAM RESPONSIBILITY 


(a) The Assistant Secretary of Defense, Supply and Logistics, will— 

(1) Be responsible for developing a continuing Department of Defense 
program designed to meet the objective of the policies established in 
Section III hereof. 

(2) Promulgate instructions applicable to the military departments. 

(3) Review the programs and findings of the military departments, and 
refer to the Secretary of Defense for decision those cases or findings 
whith remain unresolved after discussion with the appropriate Depart- 
mental Secretaries. 

(4) Notify the Secretary of the Military Department concerned of the 
decision reached with respect to each of the findings submitted for review. 

(b) The Secretaries of the Military Departments will— 

Develop and carry out continuing programs for the analysis and review 
of commercial and industrial facilities and activities under instructions 
promulgated in accordance with the provisions of (@) above. 


V. T'FFECTIVE DATE AND CANCELLATION 


This directive is effective immediately, and supersedes DOD Directive 
4100.15 dated February 8, 1955. 
C. E. WILson, 
Secretary of Defense. 


ASSISTANT SECRETARY OF DEFENSE 
SUPPLY AND LOGISTICS 
Washington 25, D. C. 


JANUARY 31, 1956. 
Memorandum for the Assistant Secretary of the Army (logistics) 
Assistant Secretary ef the Navy (material) 
Assistant Secretary of the Air Force (materiel) 
Subject : Commercial and Industrial Type Facilities 

It has come to my attention that the term “reasonable price’ as used in DOD 
Directive 4100.15 has been given various interpretations throughout the Depart- 
ment of Defense. 

In order that the meaning of this term may be firmly established and uni- 
formly applied in the implementation of the Commercial and Industrial Policy, 
the following definition is provided : 

Reasonable Price. A commercial price will be considered reasonable when the 
commercial price to the Government is not greater than the price paid by other 
purchasers considering the existence of adequate competition, volume of pur- 
chases, and quality of products and/or services obtained. The term “existence of 
adequate competition” will not preclude the use of— 

1. Private utilities where their prices are set by Governmental regulating 
bodies such as the Public Utilities Commissions. 

2. Privately owned and operated concerns which, while having no other 
competitor in the immediate area, are willing and considered by the depart- 
ment concerned to be reliable and capable of providing a product or service 
at a price which is comparable to the going competitive price in other areas. 
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My office will consider exceptions to the above definition in those cases where 
a facility provides services to enlisted personnel for which the enlisted personne! 


pay. 
a Me « 

Mr. McKe war (continuing) : 

The Department of Defense policy has been in effect since November 1953 and 
the copy of the directive I have just given you contains revisions which have 
been considered necessary during the interim. 

Because of the magnitude of the program required to implement this basic 
policy, selected types of commercial and industrial operations are being reviewed 
in groups. To date there are 49 specific types of operations which have been 


included in these groups representing 1,755 individual appropriated fund com- 
mercial and industrial type operations at Government-owned and Government- 
operated military installations located in the continental United States and 
the Territories of Hawaii and Alaska. 

The status of these 1,755 individual cases as of the first of the month is as 
follows: 324 operations have been discontinued or curtailed; 63 operations are 
in the process of being discontinued or curtailed; 161 operations are yet to be 
scheduled for discontinuance or curtailment, or a total of 548 operations that 
have been designated for discontinuance or curtailment. 

Senator Toye. If you would not mind an interruption at that point, 
when you say “the curtailment,” that would be reducing it to what 
status ¢ 

Mr. McKetuiar. Curtailment would be reducing the status of the 
operation to the bare necessities of what they were originally started 
as. 

Senator Toye. That is what I was getting at. Why could you not 
close it out entirely? Why the curtailment? W hy not the absolute 
elimination ? 

Mr. McKetiar. Curtailment, Senator, means we are decreasing 
the operation. We may discontinue the operation but at the present 
time we are curtailing it down to a place where we think they can 
do just the operations that are very necessary and then later on we 
can review it for discontinuance. 

Senator Ture. The operations that you would deem to be neces 
sary, would they be in the field of res arch ? 

All I want to do is to get this record clear. Why don’t you close 
up? Why the curt ailment? If you can justify the curtailment with- 
out a complete closing out, you would be very helpful to us. 

Mr. McKetzar. In answer to your first question about research 
and development, Mr. Chairman, we do not look at specific operations 
so much as we do whether or not there exists on the outside market 
available competition or available sources. Sometimes we may find 
that there is an abundance of available sources, an abundance of 
activities run by commercial enterprise which could do the job as 
well and as economically as the Government operations could 
themselves. 

In the field of curtailment, we find possibly a lack of the amount of 
competition we would require to discontinue the whole, and we com- 
mence a curtailment operation. 

Senator Ture. Then you feel that there might not be competition 
and that your operation is establishing a factor of cost. Is that one 
phase of your continued operation ? 

Mr. McKetxiar. Do I understand you, Senator— 

Sentaor Tuyr. Perhaps I misunderstood you and I only asked the 
question to try to get my thinking straightened out on it. I wanted 
to determine whether you are continuing your operations for the 
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purpose of establishing cost factors because you felt there is not sufli- 
cient competition in the field engaged in by the private enterpriser. 

What I was trying to do was determine what you meant by your 
statement. 

Mr. McKe tar. No, sir; the purpose of curtailment is not neces- 
sarily to find better costs or to find cost information. 

Senator Tuyr. I see. Then you still have not made your case too 
clear for the continuance of your operations. That is what we are 
— define. 

I do not like to interrupt you, but you were right at the point 
showing 324 operations have been discontinued or curtailed, 63 op- 
erations are in the process of being discontinued or curtailed, 161 
operations are yet to be scheduled for discontinuance or curtailment. 

So the question revolves around curtailment, the justification of 
remaining in the business on a curtailed basis. 

Mr. McKetiar. May I explain it this way to you, Senator? We 
have visited many automotive repair shops,. In our individual shops 
we repair and maintain Army vehicles. Some of those vehicles 
may be of the commercial type, some may be specifically a military 
type vehicle. In trying to find competition in the commercial market 
to take over this operation, we will find an ample type of competi- 
tion to take over the automotive type of repair, but maybe because of 
the technical significance of some of our Army specialized units, we 
cannot find ample competition, so we will curtail the operation on 
the side where we maintain and repair vehicles of a commercial 
nature, but continue the operation where we maintain, perform main- 
tenance operations and repair technical type of vehicles which are 
unique and private enterprise does not have the know-how. 

Senator Toye. I am happy that I asked you the question. I think 
the record will reflect a better understanding of the question. 

If I may further interrupt, Mr. Amis of the committee staff, would 
like to try to get further information on the 324 operations discon- 
tinued or curtailed, and I am going to turn to Mr. Amis and let him 
frame the question, because it might be most helpful to the committee 
staff. 

Mr. Amis. We would like to know if you can break down the 324 
operations as to how many have been discontinued and how many 
have been curtailed ? 

Mr. McKetuar. Yes, I certainly shall, Mr. Amis. 

Mr. Amis. And also the other operations discontinued or curtailed, 
63 and 161. 

Mr. McKeutiar. Mr. Amis, this is rather voluminous. Would you 
like to have me submit it for the record or give it to you now? 

Senator Trryve. Could you just for the sake of those in the room 
here that might possibly want to discuss it further as part of the 
committee hearing, just touch on it and give us the highlights. Then 
we will follow up with the complete information for the record.® 


éInformation subsequently furnished by Mr. McKellar Indicated that of the 324 opera- 
tions discontinued or curtailed, 264 have been discontinued, and 60 have been cultailed; 
of 63 operations in process of being discontinued or curtailed, 58 are being discontinued 
and 5 curtailed; and of 161 operations yet to be scheduled, 150 are to be discontinued and 
11 are to be curtailed. 

See appendix IT, p. &6, 
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Mr. Krueger. If I may interject at this point, a very small pro- 
portion of the facilities within that group are curtailments as op- 
posed to complete discontinuance. 

Senator Tuyr. Would you try to define it in percentage ? 

Mr. Krurcer. I would say not over 50. 

Senator Ture. Not over 50 percent, sir ? 

Mr. Krurcer. No; not over 50 facilities. 

Senator Tuyr. I see, not over 50 facilities that might be on the 
basis of curtailment. 

Mr. Kruecer. That is right. 

Senator Tuyr. Thank you, sir. 

Mr. McKetxar. I will go over these very briefly for you, Senator, 
to give you an idea of the nature of the operations that we have dis- 
continued in the amount of 324. 

Acetylene manufacturing, aluminum sweating,® automotive repair 
shops, bakeries, %> canvas products, « ‘austic soda manufacturing, ce- 
ment mixing plants, chain seanaltantaling 

Senator Tuyer. Could I right at the point of the cement mixing 
plants ask: Is there any justification for your remaining in that field? 
What is there that would justify your continuing in ‘that? That is 
something that is a litle more common to the ordinary layman, and 
therefore I can probably challenge you on that phase of it where I 
would not try to challenge you on some of the others. 

What is the justification for continuing in the cement field ? 

Mr. McKetxar. Senator, may I ask Mr. Krueger to assist me in 
answering that question? He works very closely with the problem. 

Mr. Krurcer. In cement mixing there have been several that al- 
ready have been discontinued, sir, and the only basis for retaining 
any of the facilities is that there is not adequate capability of the in- 
dustry to provide the need at the particular location. 

Senator Tryr. You mean the supply is so short that if you cur- 
tailed, there might be one area in the United States where there would 
be a further deficiency and that is your only justification? You are 
not in the field of research ? 

Mr. McKe.uar. No, sir. 

Senator THyr. You are not in the field of any price factors 

Mr. McKetaar. No, sir. 

Senator Ture. It is only because cement is in such short supply 
that if you curtailed, there would be a further deficit in the available 
cement ‘supply. 

Mr. McKetrar. That is correct. 

Senator Tuyr. Many a contractor is hauling cement great distances 
in order to keep his operation going, and th: at I know by personal in- 
formation in my State last fall. That is the phase that I wanted 
to touch on here. 

Mr. McKetxar. We have gone so far, sir, in some cases to make a 
test of these areas where it might be questioned as to the abies 
of the industry to provide the “need at a particular location, and to 
use the industry partially to test the capability and then phase out 
our operations as the capability within that community is built up. 

Senator Ture. Supposing that your plant was offered as surplus. 
What would be the possibility of a private enterpriser bidding and 





6a See appendix VI, p. 102. 
6 See testimony of representatives of bakery industry, beginning p. 68. 
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putting it into operation, or continue its operation under private 
enterprise management ? 

Mr. Krurcer. The problem there, sir, is the removal of the equip- 
ment or facility from the base. 

Senator Tuyr. You mean that they could not come in on the base 
and operate it ? 

Mr. Krurcer. That has not proved too satisfactory, sir, in a num- 
ber of instances. 

Senator Try. It just so happens that the plant is in existence on 
the base and therefore it is a question of how you would close off the 
area if private enterprise came In and operated it ? 

Mr. Krurcer. That is correct, sir. 

Senator Ture. All right, you may proceed, Mr. McKellar. 

Mr. McKetrar. Senator Thye, with regards to cement manufac- 
turing, we have under review 17 plants. We have discontinued 9 of 
these plants, and we have under review for possible termination 2 
dlants, that is, the Marine Corps Supply Center, Albany, Ga., and the 
aa Corps Supply Center, Barstow, Calif. 

Chlorine manufacturing, clothing manufacturing shops, cobbler 
shops, coffee roasting, dry-cleaning plants, fabricated metal products, 
furniture repair shops, ice plants, ice cream plants," laundries, leather 
goods, logging and sawmills, office equipment repair shops, paper 
board box shops, photographic equipment and supplies, plastic lami- 
nation operations, powerplants, printing plants, quartz crystal shops, 
scrap metal, building sheet metal work, surgical instruments and 
supplies, telephone systems, textile bag shops, tire retreading activi- 
ties, tree and garden activities, watch and jewelry shops, wood preser- 
vation shops, wood products and wood containers. 

Senator Tuye. Is that something comparable to the cement plants? 
It is just a question that if they were closed down there, there would 
be a vast area that would be lacking in materials and supplies, be- 

sause certainly you are not in a technical field in many of those items, 
at least not the laundry or the bakery. 

Mr. McKetxar. This list I read to you, Senator, represents termi- 
nated facilities. In other words, those are the ones we have reviewed, 
and we have terminated numbers of facilities under these general 
headings. 

Senator Tuyr. But you are still operating some of them, to a 
certain percentage? They are not completely closed up? 

Mr. McKetiar. Yes. Under our reviews we have allowed the 
services to continue in certain operations. 

Of course, we have not finished our entire review program. Many 
of these we decide it is better to allow them to continue at the present 
time, and then do a rereview very soon thereafter. 

Senator Tuyr. What caused you to justify the continuance? What 
were the factors in many of these instances that compelled you to 
justify their continuance, in view of congressional and private enter- 
prise criticism that the Government should not be in that field in 
competition with them. Justly so, they could criticize you. 

Now what justifications did you have for continuing operations in 
certain of these activities? 

Mr. McKetuar. The lack or the inability of commercial enterprise 
to take over the operations is one of our main criteria. 





6¢ See testimony of representatives of the ice-cream industry, beginning p. 60. 
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Senator Tuyr. Excuse me, I did not hear your last remark. 

I did not get the last part of your statement. 

Mr. McKetxar. Primarily, Senator, I would say it would be the 
lack of ample commercial suppliers or the inability or the unwilling- 
ness to take over these operations. 

Senator Tuyr. Would that be true with reference to surgical in- 
struments ? 

Mr. McKe tar. I am not too familiar with surgical instruments. 

Senator Tuyr. That would be the phase of it that leaves you on 
the defense. You make cases and they sound logical, and then there 
are other fields and phases where you are not “able in my humble 
opinion to justify your existence, and then you are immediately on 
the defensive as to your entire operation so far as the taxpayer, the 
private enterpriser, and we in Congress are concerned. 

If you could make a very clear explanation in each particular 
‘ategory as to why you are there, why you have not completely elimi- 
nated your operations in that field, or the justification of a curtailed 
operation, I think it would be helpful. We are not able to satisfy 
the private enterpriser nor the taxpayer in many an instance. 

If you can get the record complete on that, it would help us greatly, 
because this will be reviewed and you will be under attack.’ 

There is definite intent to study every phase of your operation in 
the Appropriations Committee, and unless you have a pretty sound 
reason for your existence, you will probably get a curtailment in 
your appropriations. I think it would be better if you did it than 
to get it written into an appropriations act. 

I am going to permit Mr. Amis to propound a question or two right 
here which will affect the personnel under your division. Mr. Amis? 

Mr. Ars. I notice you have some gentlemen here from the Navy. 
I wondered if they would explain why they are not curtailing or 
discontinuing the paint manufacturing business. Is there any re: ‘son 
for their existence? Maybe they could clear that matter up, since 
we have gone into the paint industry and heard from the associa- 
tion. 

Mr. McKettar. Mr. Amis, I was going to complete Mr. McGuire’s 
prepared statement and then explain to vou what our own staff’s 
position and what our counsel to Mr. McGuire has been. 

Senator Trryr. I am very sorry, sir, that we took you off into a 
series of questions and you did not complete the statement. You may 
proceed. 

Mr. McKetxar. Thank you. 


Two hundred and forty-nine operations have been found justified to con- 
tinue under our policy and criteria. 

Nine hundred and fifty-eight operations are in various stages of the review 
process. 

Earlier in my statement, I provided the committee with a copy of our defini- 
tion of reasonable price,® which in substance is that a commercial price will be 
considered reasonable when the price to the Government is not greater than 
the price paid by other purchasers considering the existence of adequate com- 
petition, volume of purchases, and quantity and quality of products and/or 
services obtained. 

This definition stems from our earlier efforts to develop reasonable factors 
upon which a technical cost comparison could be made between a commercial 
price to the Government for a particular product or service and the cost to the 
Government of providing such service or product to itself. 


7 See appendix II, p. 86. See also appendix V, p. 100. 
& See memorandum from Assistant Secretary of Defense, dated January 31, 1956, p. 35. 
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Our efforts to develop a reasonable formula to accomplish this was found 
to be impractical. The reason for this conclusion is that in developing the 
Government cost of providing a product or service for itself, an estimate must 
be made for such cost factors as Federal, State, and local taxes; depreciation 
of equipment and facilities; profit; and many other factors which are not 
reflected in Government cost records and must be considered in order to make 
a fair comparison. We have made several attempts at making cost compari- 
sons and found that we were continually led into an accountant’s paradise 
as estimates were constantly subject to challenge. 

It must also be taken into account that the Department of Defense does pro- 
cure large segments of its requirements which are available to it through normal 
business channels under established procurement procedures. 

In this connection, we do not consider it appropriate for the military depart- 
ments to produce their own food requirements, spare parts, shoes, etc., but rather 
the services procure such items from private enterprises which are capable of 
providing these requirements under our procurement regulations. 

Based on considerations such as I have just mentioned, we believe that the 
prudent application of our reasonable price theory is sound. 

I have spent a good deal of time acquainting myself with the background of 
this program. The review of all the plants under consideration is scheduled for 
completion by the end of this fiscal year, June 30, 1957. 

All of these cases are not simple. There are many proponents on both sides of 
the question. I have instructed my staff that this activity of my office be given 
the highest priority. Also, I have discussed the matter with the heads of the 
services. Several of the cases that are pending have been under consideration 
for quite some time and come into the category I indicated, of being controver- 
sial. One of these is Navy-paint manufacturing. I welcome the opportunity 
you are giving me, Mr. Chairman, to hear the paint and varnish industry side 
of the story in order that I may have the benefit of both sides of the question 
in reaching my decision. 

I would like to add, Mr. Chairman, that the problem of closing these plants 
involves an impact on the local communities in which they operate. While I 
want to be helpful to these affected communities, our position must remain firm 
to close down facilities when the facts so indicate. 

With me today, I have Mr. McKellar, my director for small business, and Mr. 
Krueger, of that office, who are concerned with the Department of Defense com- 
mercial and industrial activities program. I would like to have them assist me 
in answering questions the committee may wish to ask. 

Mr. Chairman, that concludes Secretary McGuire’s statement. I 
would like to more or less offer you our recommendations, of Secre- 
tary McGuire, on this whole program and also particularly the Navy- 
paint-manufacturing plant. 

As you undoubtedly understand, Secretary McGuire arrived at his 
resent position just 2 months ago. Ten months prior to that, Mr. 
Crueger and myself have been working very energetically trying to 

get these different reviews categorized so we can determine which ones 
we should discontinue and which ones may warrant a limited 
operation, 

With particular reference to Navy-paint-manufacturing plants, the 
position of our office in counseling Mr. McGuire is that they should 
be discontinued. You must also understand that Mr. McGuire, by 
necessity, must take counsel and advice from other people. 

The gentlemen from the Department of the Navy were most cour- 
teous in offering an entire briefing on Navy paint manufacturing last 
Saturday. I am unable to say at this present time what Mr. Mc- 
Guire’s final act will be. T am inclined to believe, though, that he 


will make a decision, possibly before 2 weeks.** This is dependent 


upon his health, though. 

Senator Tuyr. Then do you want your assistants to make a state- 
ment at this pomt? If they have nothing to supplement T will turn 
the questioning back to our staff members, Mr. Amis and Mr. Messick. 


£8 See appendix V, p. 100. 








42 GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 


Mr. Amis. I think it would be helnful if we heard from Admiral 
Pyne and Lieutenant Commander Ramsey, representatives of the 
Bureau of Ships, who are in charge of the manufacture of paints, to 
get their views on the operations and the possible curtalment or 
discontinuance of paint manufacture. 

Senator Tuyr. Admiral Pyne, will you come over here and remain 
at the table? 


STATEMENT OF REAR ADM. S. N. PYNE, ASSISTANT CHIEF FOR 
FIELD ACTIVITIES, BUREAU OF SHIPS, ACCOMPANIED BY LIEU- 
TENANT COMMANDER CHARLES P. RAMSEY, STOCK CONTROL 
BRANCH OFFICER, STOCK CONTROL DIVISION, NAVY GENERAL 
STORES SUPPLY OFFICE, PHILADELPHIA, PA.; AND DANIEL P. 
GRAHAM, HEAD OF COATING AND PRESERVATION SECTION, RE- 
SEARCH AND DEVELOPMENT DIVISION, BUREAU OF SHIPS 


Admiral Pyne. Rear Adm. S. N. Pyne. And I am the Assistant 
Chief of the Bureau of Ships for field activities. This is Lieutenant 
Commander Ramsey. He comes from the General Stores Supply 
Office in Philadelphia where he is in charge of certain phases of stock- 
ing materials, including paints. 

We have no prepared statement, Mr. Chairman, but will be glad to 
answer any questions. 

Senator Tye. Mr. Amis, the technician within the committee staff, 
will propound a few questions that he may have. 

Mr. Amis. To what extent are you in the manufacturing of paint at 
this time with reference to the needs of the Navy? 

Admiral Pyne. We manufacture approximately half the amount 
of paint which is needed for the Navy, Mr. Amis. We are limiting 
our manufacture of paint to somewhere around 30 individual items 
which are in 3 or 4 categories, the bottom paints which have been 
previously mentioned, the outside haze-gray paints, priming paints, 
and paints for tanks. 

Those are all paints which have to have very special services and 
very special quality control, very special usefulness, because the sea- 
going paints take a tremendous beating as you know, particularly 
over the long periods we hope to keep our ships in service and out of 
the Navy yards. 

Senator Tuyr. Do you feel that private enterprise could do as 
goon a job of mixing or preparing the paints, or are you constantly 

oing research to develop what improvements must be or could be 
made? 

Admiral Pyne. We are constantly in a research state, sir, to de- 
velop the best paints we can, of course. 

Senator Ture. Why do you need to have such a volume in your 
own production? Could you not make your study on a few ships and 
then report your findings to competitive bidders ? 

Admiral Pyne. We need three things actually in paints which we 
use. First of all, we need a high quality paint Cima of the special 
service. 

Second, we need to get our paints in the quantities when we need 
them and at the times we elk them, and those three things are the 
things we have had some difficulty with in the past, sir. 
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Senator Tuyr. Have there been many changes made in recent years 
in the mix so that you couldn’t have submitted your requirements and 
have the bids accepted on the submitted requirements ? 

Admiral Pynr. We could have submitted it on bids, sir, and we 
have in some cases. I cannot say we have gotten poor quality paints 
in every case but in some cases we have. 

Senator Tuyr. You mean you have gotten paints that did not meet 
the specifications ? 

Adoni ‘al Pyne. Did not come up to the specifications as we inter- 
preted them, sir. 

Senator Tryr. Wouldn't you reject them if they didn’t meet the 
specifications ? 

Admiral Pyne. You can’t tell that always from the chemical 
analysis. You have to get right into the quality control. 

Senator Tye. In other words, your laboratory determination 
would not disclose what the actual serviceability of the product 
proved to be ? 

Admiral Pyne. Not in every case, sir. If we were able to get into 
the quality control with the manufacturers we could possibly tell 
more. 

Senator Trye. Let me ask you this question. Did you find the 
same situation developing in your own products ? 

Admiral Pyne. We have, from time to time; yes, sir. 

Senator Ture. The private enterpriser may have been doing just 
as good a job as you yourself, because you are both doing a little 
research. You had done the research and the mixer or the processor 
mixed according to your formula. Maybe your formula was not free 
of a few bugs which time proved to exist. 

Admiral Pyne. That undoubtedly has happened, sir. 

Senator Tuyr. So it wasn’t entirely a necessity to remain in the 
field. It was possible that some of your own research had bugs in 
it which only time itself would prove. 

Admiral Pyne. That is correct. 

Senator Tuyr. Then can you foresee that you should curtail fur- 
ther in this paint operation, because you are under criticism right 
now ? 

Admiral Pyne. Yes, sir. I will answer that perfectly frankly, sir. 

I think if we felt we could get from the paint industry those three 
things of which I spoke, proper quality and quality control, the quan- 
tities when we want them and in the size batches we want, bec: ause, of 
course, we are in the painting business all the year round, we need 
our paint in those three ways, quality, quantity, and the proper tim- 
ing of the deliveries, sir. 

Senator Tuyr. Has private enterprise in its research come up with 
improved products that surpass the research that you had accom- 
plished ? 

Admiral Pyne. I don’t believe I can answer that question cate- 
gorically, sir, but private enterprise has come up with excellent prod- 
ucts in the paint line, of course. 

Senator Sa Have they ever made a rec commendation to you that 


you found superior to what your research laboratories had dev eloped ? 
Admiral Pyne. I am going to ask Mr. Graham, who is my paint 
expert here, to answer that, if I may, sir. 
Mr. Granam. No, sir, Senator; I can say “No.” 
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Senator Ture. They have not? 

Mr. Granam. No, sir. 

Senator Tuyr. What about the hot plastics that we have heard 
reference to. 

Admiral Pyne. Hot plastic bottoms paint, sir? 

Senator Ture. That is right. What about that? Was that the 
Navy’s development ? 

Admiral Pyne. Yes, sir; it was. 

Senator Ture. In other words, you say private enterprise has not 
at any time developed a mix, a paint product, that was superior to 
that which the Navy had developed, and that you at no time have 
adopted their product as something acceptable and superior to yours ¢ 

Mr. Granam. Senator, we both draw on the raw material manufac 
turers, producers, for much of our development work. 

Senator Taye. You don’t supply that raw material ‘ 

Mr. Granam. No, sir. 

Senator Tuy. You draw on that ? 

Mr. Grauam. Draw on it. 

Senator Tuyer. So private enterprise has made up the produce 
which you use in your general process ? 

Mr. Granuam. Yes, sir. 

Senator Tuyr. Then do you mean that you have been able to effect 
a better mix of those raw materials than the private enterpriser has 
developed ¢ 

Mr. Granam. No; I wouldn’t say that, sir, but the raw material 
manufacturer having produced a product, is interested in marketing 
the product, and he has indicated that it may have a possibility in 
the marine field, he comes to the Navy with the possibility that it 
might be used in the marine field. 

If we see fit to evaluate it and it turns out to be satisfactory, why 
there is a market for it in the Navy paint. 

Senator Tuyr. And that has been accomplished by the free enter- 
priser at times ? 

Mr. Grauam. Yes, sir. 

Senator Tuyr. Even as well as yourselves? 

Mr. GranHam. Yes, sir. 

Senator Ture. If you were not in the field, do you think that the 
free enterpriser in his competitive method and ways would increase 
his research activities, knowing that if he were successful in produc- 
ing a product that was superior, he would immediately have a big 
market for it, whereas today his research activities are overshadowed 
or eclipsed by the mere fact that you are in the field and constantly 
doing it. Therefore you don’t challenge him to expand his research 
and his competitive action. 

I am just wondering whether your research is stifling the private 
enterpriser in his competitive research activity ? 

Mr. Granam. I don’t think so. 

Senator Ture. You don’t think so. 

Mr. Granam. No. I'll tell you why. The Navy is the biggest 
marine activity in the United States. " 

Senator Ture. No question about that. 

Mr. Granam. What the Navy uses is going to be pretty much de- 
terminative of what the marine paint industry is likely to turn out. 

Senator Tuyr. When did the hot plastic paint come into use? 
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Mr. Granam. In 1941. 

Senator Tuyr. Have you perfected it over that period of time ? 

Mr. Grauam. Yes, sir. 

Senator Tuyr. What does it do that the old type of paints didn’t 
do? 

Mr. Granam. It keeps the ships out longer without fouling. 

Senator Tuyr. You mean you don’t have to scrape them and re- 
paint ¢ 

Mr. Granam. That is right, sir. We can keep the ships out for 24 
months. We used to have what we call the interim docking. Ships 
would dock just simply for repainting after 9 to 12 months. Now we 
have eliminated that interim docking. 

Senator Tuyr. You say you have eliminated it ? 

Mr. Grauam. The interim docking; yes, sir. 

Senator Tyr. You have. 

Mr. Granam. So we have extended the period out of dock to 24 
months, and we have decreased the fuel consumption of the ships by 
keeping a smooth bottom. 

Admiral Pyne. Through our own research we have developed this 
paint. It has better adherence qualities and far better antifouling 
qualities. As Mr. Graham points out, we have been able to cancel 
that interim docking which evuand between the regular overhaul 
periods, 9 to 12 months from the previous docking. 

We had to take the old paint off, touch it up, put on a new coat of 
paint which was an expensive thing to do. It required the ship to go 
to where the drydocks were available, taking the ship out of operation 
for that length of time. 

The use of the hot plastic paint has eliminated that undesirable 
thing. 

Senator Tre. It also prolongs the life of the bottom in that you 
don’t have the corrosion or deterioration of the metals ¢ 

Admiral Pynr. That is right. The adherence of the paint is far 
superior. 

Senator Tuyr. Do you do all the mix of that ? 

Admiral Pyne. Yes, sir. 

Senator Tuyr. Why couldn’t the ingredients be made by the pri- 
yate enterpriser and he would proceed in his competitive way with 
others mixing the product in accordance with your specifications and 
bid on what price they can mix it for? Ilave you ever submitted it to 
bid? 

Admiral Pyne. Yes, sir; we did just once. 

Senator Tuyr. What was the price relation ? 

Admiral Pyne. I think it was about comparable, sir. Do you recall 
what it was, Mr. Graham ? 

Senator Tuyr. Then why did you discontinue the bid system ? 

Admiral Pyne. At about that time we were just about ready to go 
out of the paint business under the direction of the Department of 
Defense, and then we found ourselves back in the paint business 
because of the decision of the House Appropriations Committee in 
connection with section 638 of the 1956 Appropriation Act and we 
have been back in it since then, sir. Because of that reason we haven’t 
gone into trying to find out who could furnish the paint to us. 

Senator Tiyr. Of course, section 638 of the law was eliminated. 

Admiral Pyne. Yes, sir. 


91141—57——_4 
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Senator Toye. So you are now free to explore this question further. 

Admiral Pyne. May I say, sir, that we are only too glad to work 
with the paint industry in the dev elopment of paints. 

Senator Tuyr. How many people are involved in that particular 
operation of the Government ? 

Admiral Pyne. In the paint manufacture, sir? 

Senator Ture. That, but more especially this hot plastic paint. 

Admiral Pyne. Do you know how many people are in that specifi- 
cally, Mr. Graham ? 

Mr. Granam. Just the manufacturing? 

Admiral Pyne. The hot plastic only. I know how many there are 
total in the plants, of course. 

Mr. Granam. That is pretty hard to say because we can shift the 
employees around in the paint shop. 

Senator Trye. Then let’s take it all. The hot plastics might be a 
new field where private enterprise might not have all of the equipment 
that would be necessary. It would seem to me unless you are com- 
pletely organized to curtail the entire activity and get out of the field, 
unless you are so planning, then you should be able to define what per- 
cent of your total plant capacity and number of employees the hot 
plastic paint activity requires. I think that should be shown, plus 
the total number of employees in that particular field of activity. 

Mr. Granam. I think we have some figures on the percentage of 
hot plastic in relation to the total paint manufacturing. Lieutenant 
Commander Ramsey, I think, has those figures. 

Senator Tuyr. You say you have them / 

Admiral Pyne. We have those figures, how much plastic is pro- 
duced in proportion to all the other paints that we do manufacture. 

Senator Ture. But you don’t know the man-hours that would be 
required in that particular field of activity in relation to your total 
overall man-hours ? 

Admiral Pyne. I think that could be determined, too, because we 
put a price on the plastic. Therefore, we must know how much direet 
labor and other factors enter into the manufacture of it. Would you 
like to have that for the record, sir? 

Senator Turse. Yes; we would like it. It would help us. 

(Information subsequently furnished by Admiral Pyne follows:) 

Fourteen percent of total production of Navy paint plants was hot plastic for 


calendar year 1956; 28 percent of total man-days expended were expended to 
produce hot plastic. 


Mr. Amis. Could you say how many people are involved in the 
manufacture of paint? 

Admiral Pyne. Yes; there are about 85 people actually directly in 
the manufacture of paint in the 2 plants. 

Mr. Amis. Is that civilian and military ? 

Admiral Pyne. Civilian only. 

Mr. Ais. How many military ? 

Admiral Pyne. Military would be only part time. 

Mr. Amis. How many part time? 

Admiral Pynr. That would be very hard to say. The shop super- 
intendent, an officer at those two naval shipyards would be there part 
time seeing how the paint plant was run and how the products were. 

The production officer who is his superior would have something 
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to do with it too, because he has the entire production department of 
the naval shipyard which has many shops. 

Mr. Amis. Are there more part-time military employees than there 
are civilian employees ¢ 

Admiral Pyne. There are no part-time military employees with the 
exception of the officers of the yard and managers of the yard and the 
civilians who are in the partic ue operations. 

Mr. Amis. Has there ever been any research development office for 
the plastic paint or any other mixture that you want ? 

Mr. Grauam. We had a research and development contract one 
time with the Bakelite Corp. to develop vinyl resins for ship-bottom 
paints. 

Mr. Amis. Can the Navy plan its needs further in advance so that 
they can get the delivery schedule that they want, which would enable 
private enterprise to enter into this paint proc urement ! Q 

Admiral Pyne. I don’t think I quite understand your question. 

Mr. Amis. Could you schedule your paint requirements in advance 
so that the enterprise could get into the procurement rather than hav- 
ing to do it yourself 

‘Admiral Pyne. I should think so; yes. Commander Ramsey, I 
think, has some figures on lead times and so on. Would you give 
them those, please ¢ 

eae Ramsey. Yes, sir. I am from the General Stores Sup- 
ly Office, Senator, in P hiladelphia. We are in the inventory or the 
actin management field. I am not a paint production man or tech- 
nical man. We compute requirements that are fed to us from the field. 
From that we either procure from industry or from the Navy paint 
factories, Mare Island and Norfolk, taking advantage of the geo- 
graphical location, those paints necessary and required to support our 
stockage objective and to maintain our requirements for the fleet. 

Senator Tuyr. You have no paint-processing plants on the west 
coast ? 

Commander Ramsey. Yes, sir. 

Admiral Pyne. Mare Island, yes, sir; Mare Island Naval Shipyards, 
one at Norfolk on this coast, sir. 

Senator Tuyr. How many have you in total ? 

Admiral Pyne. Two, sir. 

Senator Ture. Just the two? 

Admiral Pynr. Yes, sir. 

Commander Ramsey. If we have a large requirement for any of 
these paints on the west coast, we endeavor through commercial pro- 
curement as well as Navy manufacture to get it in that area. 

Senator Tuyr. At which of the plants ‘do you do your greatest 
amount of research ! 

Admiral Pyne. Can you answer that question, Mr. Graham ? 

Mr. Grauam. What is the question, Senator ? 

Senator Ture. At which of these two plants do you do your great- 
est amount of research ? 

Admiral Pyne. It is about 50-50, sir. 

Senator Tyr, You are evenly divided? 

Admiral Pynr. Y es, sir. 

Senator Ture. Do you do a certain amount of research work in one 
that you do not do in the other ? 
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Admiral Pyne. No. The research activity at Norfolk and at Mare 
Island is confined pretty much to ship-bottom paint activity on 
account of the specialized talents of the people there. ‘There is a 
research activity at the industrial test laboratory at the Philadelphia 
Naval Shipyard which confines itself pretty much to paints other than 
ship-bottom paints. 

Senator Ture. Any further questions? Mr. Messick. 

Mr. Messick. The statement of the paint industry representatives, 
particularly Mr. Boland, indicates that the Navy has made two rather 
large recent purchases of raw materials. Does that not indicate that 
plans and thinking are that the manufacture will be expanded in the 
immediate future rather than curtailed ¢ 

Admiral Pyne. My answer to that would be “No.” We do not 
intend to expand. We intend to keep along on the same level as we 
are now unless it becomes apparent we should further curtail. 

Mr. Messick. Mr. McKellar read Mr. McGuire’s statement, and he 
emphasized competition as a standard, rather lack of competition as 
a standard for continuing Government manufacture. In your testi- 
mony you have indicated that it is a matter of quality control and a 
couple of other points rather than lack of competition. 

The paint industry in its brief has indicated willingness to par- 
ticipate. They are eager. Some 65 plants can manufacture every 
type of paint you need. 

With that in mind, would you say that you would not accept their 
standards of quality for a haze-gray paint? I understand that is one 
of the paints that is made of alkyd resin. The other paint is a zinc 
chromate primer. Would you say categorically that the Navy would 
be inclined not to accept or would question the quality of the products 
that the paint industry might submit to you ? 

Admiral Pynz. We would be glad to accept the paints that they 
would make for us if the quality would be that which is required by 
our specifications, no question about it. 

Mr. Messick. In your opinion, do you think that the supply of 
this paint would fail to meet that quality test ? 

Admiral Pyne. It has in some cases in the past. I am not pre- 
pared to say it would in the future because we haven’t had samples 
recently. 

Mr. Messick. Could you say how long this supply of raw material, 
these two materials, cuprous oxide and alkyd resin, the 180,000 pounds 
of the first and the 3,724,000 pounds of the second, would last you as 
raw material for the production of the end products that would come 
from those ? 

Commander Ramsry. If I may give you a few statistics that I anti- 
cipated on this question, as of the 31st of December, we had raw in- 
gredients on hand totaling—this is in dollars—$3.6 million. 

Due at that same time on contract was another $3.1 million that had 
been contracted with industry for delivery. 

Since the 31st of December we have committed or are in the process 
of making contracts for, this would be up through Saturday, this past 
Saturday, another $1.59 million. 

This then totals on raw materials on hand and on order $8.4 mil- 
lion. As of the 31st of December we had production orders outstand- 
ing that were in the process of being completed in the Navy paint fac- 
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tories, plus the orders that we have written since the 31st of December, 
totaling $6.53 million. 

The completion date as of the schedule through our Navy paint 
manufacturers of this quantity is September 30, 1957. At that date 
we expect to have on hand about $1.8 million of ingredients, of which 
a quarter of a million dollars of, may I call them verboten ingredients 
that we were previously curtailed in our paint reduction, having been 
reduced in the year 1953 from one-hundred-and-fifty-some- odd items 
of paint that we were manufacturing down to the current level today 
of the 33 items. 

Consequently, those ingredients that will be left on hand at that 
time represent about 3 months’ stock. In other words, we could write 
production orders for another 3 3 months of stock without having to buy 
any more ingredients. 

| believe that perhaps that will account for all of the ingredients 
without cuprous oxide or copper pigment being one of them, ‘and they 
are in some manufactured items interch: ingeable. If one contractor 
fails to deliver a copper pigment, we can substitute in the formula- 
tion of this, as I understand it, cuprous oxide and sometimes that 
happens out of necessity. We don’t like that to happen but it does. 

Senator Trryr. Have you ever sold any surplus paints? 

Commander Ramsry. That question was formulated. I was unable 
over the weekend to get a direct answer to your question, Senator, 
but I can give you what we have made available in excess of our 
requirements which would be circulated on a surplus property listing. 

Whether it has actually been sold or in what amount I don’t know. 
In 1954 the Navy made available according to the best figures I have 
$0.59 million of paint and related products; in 1955 about $0.4 mil- 
lion; in 1956, $0.03; and we propose in 1957 that we might have to 
dispose of this $0.29 or a quarter of a million dollars of verboten 
ingredients not being authorized at the present time to make those 
paints. I have no use for the ingredients and so I am stopped. 

Senator Tuyr. Just because you haven't been authorized ? 

Commander Ramsey. Yes, sir: and could use them if we were 
authorized to. 

Senator Torr. Why did vou acquire such a large stock? 

Commander Ramsry. In 1952, Senator, we were making one-hun- 
dred-and-fifty-some-odd items of paint. At that time this question 
was not as apparent as it is today. Then we were reduced to an 
authority to manufacture only these thirty-some items during 1953, 
and at that time we carried a 6-month stock of ingredients so that 
any time we have enough ingredients on hand to manufacture 6 
months’ requirements, which is our authorized stock objective, con- 
sequently when they reduced the authority we were stuck with a 
couple of million dollars’ worth of ingredients. 

(Material subsequently supplied by Lieutenant Commander Ramsey 
regarding activities in paint manufacturing, i in response to questions 


by Senator Thye, follows :) 
EXHIBIT 3 


ACTIVITIES IN PAINT MANUFACTURING 


Question.—“How much paint has been sold as surplus during the past year 
or so?” 

Answer.—Insuflicient time was available to extract sales figures for paint 
disposal by the Bureau of Supplies and Accounts, Material Disposal Division. 
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Accordingly, the value of paint made available for disposal is furnished as 


follows: 
[Extracts from reports of excess personal property] 


Calendar year and value 


Million 
Ne no overcame ve niireben ciapevdimininn we aiiiicirmilp $0. 59 
ee Fas ded esther nb been eeeebsende aco narbeoaintlcaicuwed . 42 
I a aa beki hc eee en ieistb ie eae 03 
rr nr a ceicttaeliach niet bis aieeninreniemepenines 26 
Question.—“‘How much paint is on hand and bow does this compare with 
requirements?” 
Answer.— 


Part A.—Total inventory and issues of finished paint products 











Gallons Dollars 
Calendar year a i 
Closing in- Issues (for Closing in- Issues (for 
ventory year) ventory year) 
Millions Millions Millions Millions 
DMA RASIAIS GL Lencdaiebtneaandd dieaboradbion 4.82 6. 35 9. 08 11. 63 


Sets tient nis kadndcemtaventackinnB ctnget 4.31 | 7. 66 9. 05 14. 60 
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Conclusion.—There was approximately 6.7 months of paint stocks on hand at 
closing inventory for 1956. 


Part B.—Total inventory and issues of finished paint products manufactured by 
Navy paint factories 


Gallons | Dollars 





Calendar year 
Closing in- Issues (for Closing in- Issues (for 
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year) ventory year) 
| 
‘a - 
Millions | Millions Millions Millions 

Fa 3.01 | 5. 57 9. 35 11.09 
ae... cea ee ; eee ave 1, 83 | 2 59 | 3.89 | 5.42 
ark Oe ah SF 2. 23 | 3.05 6. 37 | 6.01 
1955_ pen re ec eabeeul 2. 33 | 2. 48 4 o| 5.55 
BN Oe ak SON Be sees 1. 46 | 2.98 3.44 | 6.83 

| | 





Conclusion.—There was approximately 6 months of paints manufactured by 
Navy paint factories on hand at closing inventory December 31, 1956. 

Question.—‘How much raw material is on hand and how does this compare 
with requirements?” 

Answer.— 


Relation of raw paint ingredient inventories to requirements 


Million 

rt ane bananas $3. 66 
Se SE MO MED. AUD a ee am aancabecan 3.16 
Additional commitments for procurement since Dec. 31, 1956_...________ 1. 59 
Sean TMNT A OED DSR IDGN SAROTU MUON) i is tcc circa pee mca erhan ores dena 78.41 


Outstanding production orders (as of Dec. 31, 1956) plus new production 
orders scheduled (for manufacture through Sept. 30, 1957)_-..._-_____ 6. 53 


Projected balance (Sept. 30, 1957) 


1 Includes $0.29 million of ingredients not used in current production of paints. 
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Raw material requirements for calendar year 1956 
Million 
SOM METI onside em di onla dem igmien yimatnpeemnedaswnataemtal $1. 66 
IO RAIN ict ss vw ee si give cds ts te tas em hs conto memo ote repent si wr en ong cae 1. 37 
Saly-werember !. goo nn Beck bade cebu 1.74 
I I ie cei se le a ies cise a agi elena 1. 65 
WORT. |, ssc ua alent clcheaeeseelmeeca nancalied dedemnmdtdetbiaeatesliaeaneacdenmmicinatan 6. 42 


GSSO approved stockage objective is 6 months average requirements. 

Conclusion.—It is estimated that there will be approximately 3.5 months stock 
on hand of raw paint ingredients as of September 30, 1957. 

Question.—“If plants were to be closed, could on-hand inventory of raw mate- 
rials be disposed of to speed up phasing out operation?” 

Answer.—Yes. However, since commercial procurement lead time exceeds 
Navy manufacturing lead time, the raw material on hand will be used in con- 
tinued operations of the Navy paint factories until industry is able to commence 
deliveries of finished paint products. 

In addition to the disposal of the raw materials left on hand by previous cut- 
back on Navy manufacture (approximately $0.29 million), there will be only 
small residual quantities remaining available for disposal or use as Government- 
furnished material on commercial contracts. 

Question.—Why is it necessary for the Navy to take 6 to 8 months to phase out 
paint manufacturing operations as indicated by the plan previously devised when 
the plants were to discontinue operation?” 

Answer.—lIt currently takes 9 months to obtain delivery from industry and 6 
months to obtain delivery from Navy manufacturers. Hence, the Navy factories 
must continue operations for a minimum of 9 months until industry can take over 
filling the pipeline. This timing will be changed to the extent that industry’s 
ability to deliver is shortened or lengthened. 

Senator Tuyr. Senator Monroney, do you have any questions be- 
fore you leave? 

Senator Monroney. No, thank you. 

Sens ator THyr. We are very happy that you came in, sir. I was 
just on the verge of asking whether you had any questions. 

Senator Monronry. No; I have no questions. 

Senator Ture. All right, you may proceed. 

Mr. Messick. I wanted to get back to one point. The industry in 
trade articles seems to indicate a great deal of apprehension concern- 
ing the future, not that you may curtail your operations but that the 
trend points toward an expansion. 

Do you accept the figures in, say, the second paragraph of Mr. 
Boland’s statement on page 6 as to the quantities of paint that can 
be produced?® Do you expect to produce those quantities of paints 
from those raw materials, and would you do that, say, by September 
1 of this year? 

Commander Ramsey. September 30; yes, sir. I will have some left 
on hand, as I explained, in dollar value, whipping all the ingredients 
together which this would very possibly sum up. 

Mr. Messick. I think that concludes my point. 

Mr. Amis. In these surplus products sales, are you speaking of the 
ingredients or are you speaking of the finished product, the paint? 

Commander Ramsey. Both, sir. 

Mr. Amis. How much of the paint, actual mixture, did you dispose 
of in, say, fiscal 1956 to date? 

Commander Ramsey. I don’t have the two separated, Mr. Amis. 
They are both in the same Federal classification and consequently my 
dollar value is taken from an IBM listing within that classification, 
would include both ingredients and the finished product. 





® See p. 16, the last two paragraphs. 
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Mr. Amis. I have noticed in the past 3 or 4 vears the surplus paint 
that has been sold. We get copies of the IF B’s and have also seen 
quite a bit of surplus paints in stores at $1.99 a gallon. I just wonder 
how much of this paint that you m: ake up is sold and how much is 
used ? 

Admiral Pyne. If it is declared excess it would cover all paints. 
It would be hard to tell which was in this. 

Mr. Amis. I understand that paint can only stand on the shelves 
a certain length of time before it deteriorates. 

Admiral Pyne. That is correct. 

Mr. Amis. It is common in the industry they have to dispose of :it 
one way or the other. I just wondered how much more you were 
making up that you didn’t use. 

Commander Ramsey. When you say making up, Mr. Amis, of 
course you are including that which we procure from industry, ‘too. 
It is all the same to us in the business man: igement, and we are the 
ones who make it available for excess from the inventory control 
point. 

When a paint deteriorates or we get a criticism of it, we submit a 
sample to the test laboratory asking them is it economical, is it feasible 
to rework this paint by putting it back in the hopper, adding some 
new ingredients to it. 

Depending upon the reply from the test and research laboratory, 
we rework both Navy paints and commercial paints to bring them 
back to specs to prevent our ever having to dispose of it if the paint 
has in some way gone stagnant on the shelf. 

As I understand it from the chemists, it is very difficult to manu- 
facture paint that meets a specification today and in a month or so it 

may be clabbered and yet it did meet the Federal specifications at the 
time it was inspected. 

Consequently, we try to salvage that, and we do a fairly good busi- 
ness, and we use our Navy paint factories for that purpose, too, 
Senator. 

Mr. Amis. The Senator was interested in your research and develop- 
ment work. Would you let us know how much of your research work 
is done by the Bureau of Standards? 

Mr. Granam. None at all. 

Mr. Amis. None at all? 

Mr. Grauam.- No, sir. 

Mr. Amis. All of your chemists and research workers are Navy 
employees ¢ 

Mr. Granam. Except what we do by private contract. 

Mr. Amis. I understood you to say you had no research contracts. 

Mr. Grauam. No; we have contracts with raw-material people some- 
times, but not with the paint industry. 

Senator THF Any further questions? 

Thank you, gentlemen. 

We have a paper here of Mr. John G. Ladd. Mr. Ladd represents 
the Association of Professional Photogrammetrists. Do you wish to 
make any comment ? 

This statement will be filed as a part of the record. If you want 
to supplement this, we will be happy to hear you, sir. 


% See exhibit 3, p. 49. 
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STATEMENT OF JOHN G. LADD, EXECUTIVE SECRETARY, ASSOCIA- 
TION OF PROFESSIONAL PHOTOGRAMMETRISTS, WASHINGTON, 
D. C. 


Mr. Lapp. I simply want to state I realize the subject matter in that 
is quite foreign to your operations this morning, and there is no one 
else concerned with this particular subject. 

Senator Tuyr. Do you have competition in this field from the mili- 
tary forces ? 

Mr. Lapp. Yes, sir. 

Senator Torr. You do? 

Mr. Lapp. Yes, sir. 

Senator Ture. Inthe Army Map Service? 

Mr. Lapp. Yes, sir; every one of the services and some of the civilian 
ones, too. 

Senator Tyr. Are you qualified to meet every governmental need 
if you were left in this field, because it is a little “separate from the 
specific paint industry as I know it? 

Mr. Lapp. If you might put my statement in the record and at such 
time as it could be brought up as a subject, I would certainly 
appreciate it. 

Senator Tuyr. Thank you, sir. It will be made a part of the record. 

(The statement is as follows :) 


PREPARED STATEMENT OF JOTIN G. LADD, EXECUTIVE-SECRETARY, ASSOCIATION OF 
PROFESSIONAL PHOTOGRAM METRISTS, WASHINGTON, LD. C. 


CARTOGRAPHIC ACTIVITIES OF UNITED STATES GOVERNMENT MAPPING AND CHARTING 
AGENCIES 


1. The Association of Professional Photogrammetrists consists of a large group 
of small engineering firms engaged basically in topographic mapping activities. 
Individually they represent small business, collectively, within the association, 
they represent approximately 70 to 75 percent of the commercial capacity in 
the Nation. They are located in every section of the country. Their principal 
source of existence has, in the past, been the contractual activities of the 
mapping and charting agencies of the Government, and most of this has been 
from the defense departments. 

2. In recent years, much of this work has been drying up as far as contract- 
ing to private industry is concerned although the agencies’ workload has been 
continually heavy. The result is that near ruin is staring many of these little, 
but legitimate, companies in the face. Yet at the same time they are, at the 
highest defense level, considered a vital link in the expansion program in case 
of national emergency. They are all individually allotted to a particular de- 
fense agency in case of trouble. It is urgent that they be maintained if at all 
possible. 

3. There are many governmental agencies which now produce topographic 
maps in one form or another, some of them duplicating the activities of 
others. 

The particular abuse which is mainly the subject of this statement to your 
committee is the practice of perpetuating excess capacity and personnel in 
several of the Government agencies by the transfer-of-funds procedure. It 
works somewhat as follows: One or more of the agencies advise the others with 
a big workload (usually informally) that they have excess capacity (man- 
hours), available for cartographic work, i. e., map compilation, drafting, scrib- 
ing, etc., and therefore desire an allocation of work with the attending transfer 
of funds to cover same. 

(a) Agencies (such as TVA and others) in revealing surplus man-hours avail- 
able for mapping work and therefore desiring allocation of work with transfer 
of money from other agency, admits to having on their payroll excess personnel. 

(bv) Agency transferring the fund is guilty of assigning their work to the 
other agency by negotiation, a right that is denied them in dealing with private 
industry. 
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(c)The cost of doing the work by the agency receiving the transfer is us 
great or greater than would be if done commercially, if and when all facts are 
computed such as overhead, depreciation, insurance, etc. 

(d) If done by private enterprise through negotiation or competitive bids, 
the Government would get back a considerable portion of the money in the form 
of taxation. The State governments also would be similarly enriched. 

(e) These activities when performed by transfer of funds are, relatively 
speaking, on a take-it-or-leave-it basis as far as performance is concerned, since 
money is paid in advance. Whereas, when done by private industry, the 
accuracies, standards, quality, etc., must be met and proven before payment is 
made. 

(f) The entire practice constitutes unfair Government competition with pri- 
vate enterprise and, as such, violates the very principles upon which this Nation 
became industrially great. 

We present the following as suggested corrective action. 

(a) Prohibit transfer of funds between agencies of different departments for 
types of work for which adequate, experienced, and available capacity exists in 
private industry. 

(b) Order agencies with surplus man-hours (personnel) to reduce their forces 
accordingly. 

(c) Authorize Federal agencies to contract for mapping work by negotiation 
instead of cutthroat, competitive bidding. 

(d) Recognize mapping, photogrammetry, and cartography as professional 
engineering services. 

(e) Prohibit Governmental employees from working after hours, Saturdays, 
Sundays, and holidays on jobs which are Government contract jobs to private 
industry since, for one thing among many others, there is definitely a conflict of 
interest involved. 

In conclusion, we would like to state that this transfer of fund activity in- 
volves several millions of dollars annually and between several agencies has 
been a means to perpetuate entire and separate divisions or groups, apart from 
the agencies other fields of endeavor. It is therefore sincerely hoped that this 
committee, and possibly others equally concerned, will study this problem and 
bring about correction and/or relief. ' 


Senator Ture. We have a statement here from Mr. William F. 
Blocher, Washington, D. C., in behalf of the International Associa- 
tion of Blue Print and Allied Industries, and that will be made a part 
of the record. 

(The statement is as follows:) 


STATEMENT OF WILLIAM F. BLOCHER, CHAIRMAN, WASHINGTON AFFAIRS 
COMMITTEE, INTERNATIONAL ASSOCIATION OF BLUE PRINT AND ALLIED INDUS- 
TRIES, WASHINGTON, D. C. 


Mr. Chairman and members of the committee, my name is William F. Blocher. 
I am appearing here today as chairman of the Washington affairs committee of 
the International Association of Blue Print and Allied Industries, Inc., whose 
headquarters are in Chicago, Ill. Our association is composed of blueprint and 
photocopy service establishments and their manufacturers and _ suppliers 
throughout the United States and several foreign countries. Ours is primarily 
a service industry. 

We feel, along with many other industries whose spokesmen have appeared 
before you in the past, that we are being discriminated against by our Fed- 
eral Government’s unfair competitive-type business activities. As a matter of 
principle, we feel that the Government should not attempt to do for itself 
any of those things which the business community stands ready, willing, and 
able to do for the Government. This applies to the production of useful goods 
as well as services. 

We believe that the Government, in usurping the prerogatives of private 
enterprise in the production of goods or the furnishing of services is destroying 
the very system that it was founded to foster and encourage—the American 
free enterprise system. 

We believe that in the final analysis the Government, when expanding its 
competitive-type business operations, is committing hara-kiri as it is destroy- 
ing the very tax revenues without which it cannot continue to exist. I would 
like to cite you an example or two of the type of unfair competitive situations 
we face. These are not special situations, they are indicative of a pattern that 
obtains throughout the Federal structure. In fact we are finding new examples 
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daily of this type of activity in almost all departments and agencies of the 
Federal Government as well as State and local governments. 

On January 31, 1957, the Los Angeles District Corps of Engineers, United 
States Army, issued a price list (copy attached) to other Federal departments 
and agencies in the Los Angeles area headed “Los Angeles District Charges for 
Reproduction.” The first price quoted on that list is “Blue line ozalid prints” 
each square foot $0.01. The cost to the Government of the paper alone on this 
type of standard reproduction is $0.0061 per square foot. If paper waste, labor, 
other material costs (chemicals etc.) space, light and heat, power and overhead 
were added to the paper cost, to say nothing of Federal, State, and local taxes, 
the cost of blue line ozalid prints in this department of the Government in Los 
Angeles would be far more than the $0.01 per square foot offered as an inter- 
departmental service charge. But, on April 1, 1957, the Los Angeles district 
price list was revised (copy attached) and we find the new price this month 
for blue line ozalid prints is $0.005 per square foot. Without including anything 
but the actual paper cost, excluding even normal paper waste, the Los Angeles 
Corps of Engineers is losing $0.0011 per square foot on every foot of the blue line 
prints they run. The actual loss based on efficient operating costs in comparable 
private plants is at least 10 times that amount when labor, light, heat, rent, taxes, 
and overhead are added in. Is this a means of circumventing the appropriating 
powers of the Congress? Or is it the result of a too-liberal appropriation to a 
specific department for equipment purchases—far in excess of their needs— 
and a conscientious departmental head trying to find work for machinery and 
operating personnel to justify the existence of the department, regardless of 
the cost? In either case it creates the impression in the minds of other govern- 
mental agencies (and private industry—if they should see the price list), when 
prices are compared with private industry, that commercial blueprinters are 
highway robbers. An erroneous and injurious impression to say the least. 

To prove that I am not seeking to mislead you through the singling out of a 
specific item as a horrible example, let us look at the comparative costs on the 
next 4 items on the 2 lists attached. The second item is “Brown line prints, 
Van Dyke negatives.” The January 31, 1957, price is $0.03 per square foot. 
The April 1 price is $0.01 per square foot. The paper cost to the Government 
is $0.0233 per square feet. At the April price the department is losing 1144 cents 
per square foot on every foot of paper run, and this is without taking into 
account any costs but paper alone. 

The next item on the list is “Transparent ozalid prints” at $0.02 per square 
foot in January and $0.01 per square foot as of April 1. ‘The cost to the Govern- 
ment for this paper alone is $0.0142 per square foot. The next item is “Process 
tracings” at $0.50 in January and $0.25 in April. The cost of paper alone to the 
Federal Government is $0.372 per square foot. The next item is “Photostats.” 
An 18-by-24-inch photostat is equal to 3 square feet. It is priced at $0.25 in 
January and $0.10 each in April. Three square feet of paper costs the Govern- 
ment $0.21, the paper cost alone is 11 cents more than the price listed on an 
18-by-24-inch photostat. I believe that you will understand what I am trying to 
show without my going any further down the list. 

Last fall the regular daily news service bulletin of a private congressional 
information service carried the following news item: “Nore.—AEC has started a 
photostatic reproduction service for all public document room material. The 
charge for the service will vary with the size of the material to be reproduced. 
It is planned that the charges will be: 15 cents for material up to 9 x 12 inches; 
60 cents for material 18 x 24 inches.” 

This is a service of the AEC public document room which is available to the 
general public in direct competition with private industry. These prices are 
considerably below what our industry would supply these items for, and we can 
prove that the Government is losing money on this operation. That is beside 
the point we wish to make, however. This is not a case of the Government 
serving itself at a loss—in this case it is serving the public at a loss. And the 
Same photostats are being furnished by the Army Corps of Engineers in Los 
Angeles for 10 cents each to other Government departments and agencies. 

Senator Beall and Congressman Osmers have introduced legislation in the 
Senate and House of Representatives that would curtail the acquisition of new 
equipment, and provide for the orderly disposal of present equipment, for re- 
producing documents, drawings, papers, and so forth, on sensitized materials. 
We are reaching the conclusion that in such drastic measures lies our only 
hope for a solution to our problem. 

We sincerely appreciate the indulgence of your committee in hearing our 
story. We urge your further investigation of this problem. Practically every 





































56 GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 


member of our association would be classed as small business. The various 
departments and agencies of the Government are expanding their activities in 
competition with us at a rate much faster than the industry itself is expanding. 
We cannot compete with our Government under these circumstances. We do 
stand ready, willing, and able to serve our Government in every community of 
any size, coast to coast, under competitive conditions that will assure com- 
petitive bidding. I thank you. 
(Following are the price lists referred to.) 





Los Angeles district charges for reproduction, January 31, 1957 


Seer een NNER no ns Cnr enitwenwensenae $0. 20 
ae on Gee premise: Mach square foot__.._.............-_.......... .01 
Brown line prints, Van Dyke negatives: Each square foot___.____------~--- . 08 
Transparent ozalid prints: Each square foot............-...-.----~~--- . 02 
Deen eT ne eee een eee eee eee ee keane onan aianeeee 50 
Photostats: 
Neen ee en ee GSS cane subchvnenntak a moncon nin aD 
a FOR clit A week Se bh datinitdckcta . 25 
Photographic negatives (copies) : 
I aad ee dsasenedsuneb ened evvekdkcniemnadei 1. OU 
I ah esieemesbibianen cab adedanbvabaiebincemmas 1. 50 
a stcipmab ks bacs deadbeat thiiasea eaten 2. 25 
I re kc Call cneblaenns nicaiafimenchar erence 2. 75 
I cea 5 resections eis aan eeelerie bine 3. 25 
a ace cl ceseenesabaeab bene in ciedemiarisatebanp 4. 0O 
eee eames —-aenn ernnns Poot oo eee . 40 


Photographic prints: 
Single weight glossy or double weight dull paper : 


aay er ae ee ee in 2 ee lk STD 2 Bs a Oe SE Se ee O08 
I I i clnistnelamdvudaceaae . 25 
enn Ny re eee casi ig teers sd 28 .50 


Up to 16 by 20 inches 
Aerials, for mapping: 

ee ae ae ees Be Cl tes 1. 00 

a en sees SOllG ONG... knee eewemsn 2. 00 
See een Penne + 20 by 30 inches)... 1. 65 
Photographic enlargements: 


Single weight glossy or double weight paper : 


. 90 


Ne eee ee ne nn en een eS eclsedalceedes Ww 
ey es ee Oy ee ae Oy 2) tntties.. =e 1. 25 
a sami deccciuccmun ebeamusiaeecaies 1. 50 
20 by 24, 20% by 26, 22 by 27, 27 by 28 inches______._______-____- 1. 75 
ee A ee ae 4. 00 
ee ee nd ecumccmmeamunauuuwewe 5. 00 
Photographie service : 
ae OI Rn Se oo enim m cama 1. 00 
Lantern slides______- a oe ete 1.50 
Photographs in field—each hour, plus cost materials____.__-________ 2. 50 


Opaquing, masking, stripping; pasteup for single or double printing for 
inclusion in reports; charge will be made for labor and material per 
hour 2. 50 













Stencil reproduction (mimeographing) : 
Up to 50 impressions, minimum charge__.-- __--~- Sete ais ieee ht . 20 
First 100 impressions, same stencil, each side__.___.__-_____________ . 30 
Ia aan OE meen meewcua . 40 
Ditto (spirit duplicator) : 
Up to 25 impressions, minimum charge_....-.._.._..--_____-_____ . 20 


ER ES Ee ee ee ee ee . 20 
Offset reproduction (multilith) (prices include negative, plate, make- 
ready, on standard 16 or 20 pounds sulphite paper; black ink. An 
extra charge will be made for special paper, such as, vellum, onion 
skin, card stock) : 


a OT a  k etcmnunansmenures 3. 75 
Additional 100 impressions, each side_........_--_---_-__________- . 20 
I ee etetiomneaic . 60 


Additional 100 impressions, each 
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Los Angeles district charges for reproduction, January 31, 1957—Continued 


Xerox offset reproduction, paper and parchment plates: 


Fire’: 200 TMnPeesiOns, CBCR GGG. icc ccc cnetsennsnennnneaweees $0. 60 
ABSTIOGRL 200 TRDTORBIOGE, GRO des ecitiemmcnaippememieniiedain - 20 
Finishing service: 
Assembling, minimum charge, 500 sheets_.....--..-._______-______ 75 
Reais TR RO OU tee eee ee . 50 
Stapling, minimum charge, up to 50 books__-.-.--~-..-----_---__ . 50 
SCI IE EG RID THD. PII aaceiicaiaecccasandaststeetoninirrnicessetianiy nti tripaieiiidaapiaamnetemiticaaee .50 
Folding (1 fold) : 
TI Sc a i 15 
IRI CT UNSURE (IO: Fa a ean le ade ater . 25 
Folding (2 folds) : 
SEES Se I acinar stitial mec nidieaamaatiacit neces i sanicatebeatcentaaiaiaeas 1. 00 
SO GERDA T LOND MRUIO cect issn endicpanietieitaiea ae anieieaehee aie . 35 
Folding (3 folds) : 
AE SIP WN ates neki she caaltaid tpierncinectidcainte oeidinieia aaa 1. 25 
MORN RG CHOTRRE 219 EO las wins cassia <icgapliattigin etic arg sd semsentitaeeeianneiaenedic . 45 
PUGET Bee GE TO: CO res eeecicecss eccrtencetinsonct . 03 
DEUMAI CHRCED TOP Doe cecciieninc matt ccm ec eis 1. 00 
Cutting, trimming, Chicago Screws, drilling, Acco fasteners, wrap- 
UE: DOr Ta oe han inn mee pigieienigiientmeeaadaekartee 2. 00 


Los Angeles District charges for reproduction, April 1, 1957 


Minimum charge per Tequisition.«.. .<.nseccme ene ecm cece ns nee ee $0. 10 
Bine line oxalic printe:- Tact eauere tet... ose hens . 005 
Brown line prints, Van Dyke negatives: Each square foot___.__________ .O1 
Transparent ozalid prints: Each square foot................~.... -O1 
Process tracings : inch BQURTC 20Ctssas es ees een ee se dwdinee ee 25 
Photostats : 
1) 60 Bae DS BS TRCN a ov ociccine en nccnemumcenaseeenee -10 
OP ee 2o Ue ee URC ee te eee esas eens eae eee -10 
Photographic negatives (copies) : 
Up Gn:6: Oy 30" Cnn co ssanenc cent eee - 50 
Op Oe 20 > Aa SOON 5s cau suse aaeee ets ote 
ED CAF See Sie Bee NI aig he escape ceemmaceeeepcoperrenvinepigmear see eerie ae ees 1. 00 
UD Go-a0 Py 2a Mitte ae eee ncnceeses eS 1. 50 
Ce Oh Oe a: 0 COON ciacideinicinng hein ainwdintimnind > abbas 2. 00 
FEDS Sb Ss Oe Se ON aa as ns when fish a atone ptisige aaa alain eae aiaiias 2. 00 
ameter URI k CR caret ees sds Sneed ie .20 


Photographic prints : 
Single weight glossy or double weight dull paper: 


I Th Pe OI NE SO ai ini ceicies ei inv ichn eps chetieny seiadin coca gaicliasnaglonoiciagtd . 04 
Oe i Or rin sa le al cia Si .15 
RU Re CRE Ee RNa es ce tee cecioens ethene ca nentass aidan goede eee ae rel eee . 25 
0) 20 20 OF 2 MONDO iia a nc ccti ang diaancdrdmwacuinibesedisi ee . 45 
Aerials, for mapping: 
Rs SE Bh COG, TAINO NIG soso shncnerrrmgrcnniocteseai cians teagan 5 
UID PR ee DN eee CNR URONID I aise icc cs ccuertenieoenibimataniiiie aia 1. 00 
Batic. Aid  POMtICieG + TF Tae SCM ite eet caer necticut ee . 90 
Photographie enlargement : 
Single weight glossy or double weight paper: 
© er a, Se) Sere eerie ocak cauinnbtaumindektedbucdail . 20 
0. Oe a Oe PR Bc a ici piitcrsipsntpeieinccicacchnsdiiiadacctiacsiesatienn . 65 
SS Oe ee es erica Siento open eens cenit en cece neces . 75 
20 by 24, 20% by 26, 22 by 27, 27 by 28 inches__________________ .90 
S46 by 40h 40 Tay OO Ta hn cc telekinesis tsnnndbbnee 2. 00 
TI Ta Ha Ts iii iia hale eeninleitiinaeibiiniasaahic ee 2. 50 
Photographic services: 
OT On NES” Str URN Bsa icc en sheets ceeeeninamcantiuig ic ee atc . 50 
RATE TE, Ucn ahd hhh tlre eed hh dled ease ea steed . 75 
Photographs in field—each hour, plus cost materials_.._____________ 1. 25 


Opaquing, masking, stripping; pasteup for single or double printing for 
inclusion in reports; charge will be made for labor and material per 
ROUT 6c cu nnnccakG cub enametnod samcusnniensie teehee Le aol ee 1. 25 
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Los Angeles District charges for reproduction, April 1, 1957—Continued 


Stencil reproduction (mimeographing) : 


Up to 50 impressions, minimum charge_---------------------------- .10 

First 100 impressions, same stencil, each side___-_--__--------------- «io 

nO: ORE UO eect nem mcbiswn site . 20 
Ditto (spirit duplicator) : 

Up to 25 impressions, minimum charge_--_................------.-- .10 

I mame cen asaeesiaeaet .10 


Offset reproduction (multilith): prices include negative, plate, male- 
ready, on standard 16 or 20 pound sulfite paper; black ink. An extra 
charge will be made for special paper, such as vellum, onion skin, card 
stock) : 


RE OR NS enn esce cee 1. 90 
Additional 100 impressions, each side________-----_---------------- .10 
Nene nnn ee eee ee en eee eemeema meee eaee . 30 
ane eaa name esaemoee -10 
Xerox offset reproduction, paper and parchment plates: 
Nee en ee ene ee ese Satna ee eee eene ene ene . 30 
a ato ariigneen aren ene erenen at sis migraines .10 
Finishing service: 
Assembling, minimum charge, 500 sheets___.-..-------------------- . 35 
ee a ance wan eas een acedesaoe . 28 
Stapling, minimum charge up to 50 books___------------------------ . 25 
athe, OE aR aa A ee ee ea a . 25 
Folding (1 fold): 
ai arcs iapicanicieatinhin wisierinayeosimiiemin— mes . 35 
a cei rina encians be eam epee meses 15 
Folding (2 folds): 
a Slade aos iaieneencibienanian aamaeetuiitna 5 
EE ED PNOOUS ociocteeee eew ne ann eee eee 18 
Folding (3 folds) : 
had sca ase viese nm chimggaboions Goad atin chistnsinlah . 65 
IIE SD es eels tat erehee oniaineen 2 
Dar aR PINE OCI ONES NE) NI i ewe nani ener screen 01 
i TEES UO ON isc deena sin mse meodeaiieie inks enimihinhniemins . 50 
Cutting, trimming, Chicago screws, drilling, Acco fasteners, wrapping, 
ae ES a ea eer ge 


Senator Tuyr. The record will be kept open for a brief period of 
time to permit others, if they should desire, to supplement or add to 
the record.” 

I thank you all for your attendance this morning and appreciate 
very much the assistance in developing a record that will be helpful to 
us and to explain some of the problems that the free enterpriser is 
faced with. 

I for one, and I know that I share the same conviction that many 
Members of the Senate have, which is that we as a Government func- 
tion should get out of the field of private enterprise. 

It is the duty of each of us in Government to safeguard the free- 
enterprise system of this United States because I think it has demon- 
strated to all that it is the most effective way of serving mankind and 
has given us the greatest competency in man’s recorded history. It is 
our business to safeguard it to make certain that the Government 
doesn’t overshadow or unduly compete with the private enterpriser, 
and that is the purpose of the hearing here this morning. 

You have aided materially both as enterprisers and as Government 
agencies to clarify what we are faced with. Thank you all. 
(Whereupon, at 12:15 p. m., the committee adjourned.) 


% See appendixes, beginning p. 85. 
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WEDNESDAY, MAY 22, 1957 


Untrep States SENATE, 
SeL_ecr CoMMITTEE ON SMALL BusINeEss, 
SupcoMMITTeE ON Retations Or Busrness WirH GOovERNMENT, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a. m., in room 457, 
Senate Office Building, Senator Edward J. Thye presiding. 

Present: Senators Thye and Saltontall. 

Also present: Senator Gordon Allott, of Colorado; Wiley Messick, 
counsel; William D. Amis, professional staff member; Robert 
Forsythe, administrative assistant to Senator Thye, and Mrs. Nina 
Nusen Kelly, secretary to Representative Rogers of Colorado, 

Senator Tuyr. If we may please come to order. 

I regret that the other members of the committee have not yet ar. 
rived, but we will commence for reasons that our schedule is becoming 
tighter each day here on Capitol Hill. 

Five weeks ago '’ this cclcwauandinns convened to receive testimony 
on the progress of the program of the executive branch to curtail 
Government competition with business. From Mr. Percival Brundage, 
Director, Bureau of the Budget, and Mr. Perkins McGuire, Assistant 
Secretary of Defense (Supply and Logistics), we heard progress re- 
ports about the broad field of Government competition with private 
enterprise. From representatives of the paint industry and spokes- 
men for the Department of the Navy, we heard reports on a specific 
example of Government competition with private enterprise—the 
Navy's manufacture of paint products at Norfolk, Va., and Mare 
Island, Calif. Within the past week we have been gratified to learn 
that Secretary McGuire has issued orders calling for the closing of 
the paint plants. 

We would like to receive similar reports of the termination of other 
Government commercial and industrial activities. Obviously, how- 
ever, more than wishful thinking is required of all parties concerned 
before substantial and consistent progress can be expected in this pro- 
gram for getting the Federal Government out of competition with 
private firms. Every department and every agency of the Govern- 
ment must work diligently to eliminate its commercial and industrial- 
type activities. 

Recently I have received reports that make me doubt that all de- 
partments are working diligently and cooperating fully in this pro- 
gram. I understand that the Department of the Air Force is plan- 


10 April 16, 1957—~see p. 1. 
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ning to install and operate an ice-cream plant and a bakery at the 
United States Air Force Ac: acdemy in Colorado Springs, (¢ Colo. The 
report from Colorado Springs is particularly disturbing to me, because 
it involves the addition of new Government industrial facilities at a 
time when every effort is supposedly being made to dispose of such 
facilities now in existence. 

I invite the Department of the Air Force’s attention to the April 
16 testimony of Mr. Brundage *' that the most successful part of the 
Budget Bureau’s program for all agencies had been the prevention 
of Government entry into new operations that compete with business. 
That testimony was followed by Secretary McGuire’s offering for the 
record a copy of a Department of Defense directive ** that appeared 
to establish rigid standards for review of existing and proposed Gov- 
ernment commercial- and industrial-type fac ilities. It is ver y difficult 
to reconcile the testimony and apparent attitude of these two officials 
at high policymaking levels with the plans of the Air Force to con- 
struct and operate its Academy bakery and ice-cream plant. 

We have or the Air Force to present its view on the plans for 
these Air Force Academy facilities. First, however, we will hear from 
representatives of the dairy and baking industries. 

The first witness will be Robert C. Hibben, executive secretary, In- 
ternational Association of Ice Cream Manufacturers, Washington, 
D. C., and then there is Charles E. Dunlap, secretary, C ‘olorado Dairy 
Products Association, Denver, Colo., and Richard Robinson, vice pres- 
ident, Robinson Dairies, Denver, Colo. 

You may proceed, Mr. Hibben. 


STATEMENT OF ROBERT C. HIBBEN, INTERNATIONAL ASSOCIATION 
OF ICE CREAM MANUFACTURERS, WASHINGTON, D. C, 


Mr. Hissen. Thank you, Senator. My name is Robert C. Hibben, 
executive secretary of the International Association of Ice Cream Man- 
ufacturers. We have a membership of 920 corporations operating 
2,000 ice-cream plants throughout the United States, manufacturing 
over 80 percent of the total production of ice cream in this country. 

When the Eisenhower administration came into power, the policy 
was clearly stated by our President that the administration would en- 
deavor to get Government out of private business. This has been an 
activity that we have carried on for the past several years. I have 
only brought 1 year’s file here, but I could have brought 6 of them. 

We made the first statement on June 12, 1953, at the House Govern- 
ment Operations Committee. We had at that time a survey of the 
eee States, and found that in 182 places the Federal Government 

“as making their own ice cream in different trading areas where there 
was plenty of ice cream for sale. I can report that a survey today 
doubtless would reduce this number considerably. There are a great 
number of post exchanges that have since quit making ice cream. 

The Federal Government, the Armed Forces—national defense they 
call it now—is one of the best customers of the ice-cream industry. 
Thousands of gallons of ice cream, sherbets, and ices are pure hased 
from the industry for the mess. The post exchanges are good cus- 


11 See p. 3. 
12 See exhibit 2, p. 34. 













eee VU 


wcr it 





GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 61 


tomers. During the war, naturally, it was so important that while we, 
the industry, were cut back 35 percent in an order, WFO-8, the Army 
and the Navy and Marines were exempted. When the war was about 
half over and the order came out that these post exchanges were going 
to be put on ration to only the gallonage they bought the year before, 
well, I immediately hit the ceiling and called up Colonel Anderson, in 
charge of the post exchange in New York, and he said “Keep your hat 
on, Hibben.” He told me the boys in the post exchanges were consum- 
ing seven times the per capita consumption of the United States, and 
they thought that ought to be the limit. 

Well, we have not had any legislation as a result of this Government 
Operations Committee. Bills have been up, and nothing has been 
passed. However, last year, important legislation passed, more or less 
gave us the green light. You will recall that in the national defense 
appropriation bill, there was a roadblock that, before the administra- 
tion could take any Government operation and turn it back to business, 
it had to have the approval of Congress. Fortunately, that was 
dropped from the appropriation bill at the last session of Congress. 

Then, in the meantime, we started cooperating, not only with the 
Bureau of the Budget, but also with the United States Department of 
Commerce, from the standpoint of actual costs, including all the costs 
that we have to manufacture ice cream. The most difficult problem 
we had was over in Hawaii. The Armed Forces started an ice-cream 
plant in Hawaii at Fort Shafter, similar to the plant they are planning 
to establish in Colorado Springs. 

Senator Tuye. I will interrupt you for just a moment at this point 
and introduce to you Senator Allott, of Colorado. 

This is Mr. Hibben who is testifying, Senator. 

Senator Atxorr. Thank you, Mr. Chairman. 

Mr. Hissen. They started the ice-cream plant over there years ago 
and branched out from Fort Shafter, and the first thing you knew 
they were more or less in the whole ice-cream business and were 
delivering ice cream to 6 Government establishments in Honolulu— 
and it practically wiped out the business of the 5 ice-cream plants in 
the city of Honolulu. 

We worked with the Armed Forces and our people over there on a 
cost basis, then on November 17, 1955—I have the report here in front 
of me—the Armed Forces in Hawaii quit manufacturing all ice cream 
and started purchasing from our people there. We also had a similar 
situation in the Marines, in working with the Department of Com- 
merce and furnishing data on costs, and the 2 big installations—there 
may be more I haven’t had reported to me—but the 2 big installations 
last year started back to us in buying ice cream. That was Camp 
Lejeune in North Carolina, and at Cherry Point. 

Now, of course, whenever you have a lawsuit or a hearing, there are 
always a certain amount of rumors. I have heard a lot of rumors 
about why the Academy out there desires to manufacture their own ice 
cream, and, if these rumors are facts, why, they will be relevant and 
otherwise they are not. 

One of the rumors that has come to me is that they want these two 
freezers to manufacture the so-called dietetic ice cream. Dietetic ice 
cream is frowned on by the American Medical Association and the 
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American Dietetic Association. It is legal in Colorado and only sev- 
eral other States. And the reason why it is being frowned on—I have 
a report here from the National Research Council which says they are 
quite worried about one of the artificial sugars, such as cyclamate. 

I will put this in as an exhibit if you want it. If you don’t want 
it, why, that is all right with me. 

Senator Ture. It will be made a part of the record. 

(The document referred to follows :) 


ExnHIsit 4 


[Technical Bulletin, published by International Association of Ice Cream Manufacturers, 
Washington, D. C., No. 86, March 1955] 


SYNTHETIC SWEETENERS 


National Research Council report evaluates the use of nonnutritive artificial 
sweeteners in foods in place of sugar and other nutritious sweeteners. Released 
in February is the summary statement of NRC’s food and nutrition board which 
sets forth a series of conclusions and recommendations. Because many ice 
cream manufacturers have in the past shown an interest in the manufacture of 
special frozen products for diabetic and/or diatetic use, it is felt that this NRC 
report is particular timely. According to NRC, specific consideration has been 
given to saccharin and the cyclohexylsulfamates (cyclamate)* because they are 
the nonnutritive sweeteners most widely used at present. 

Appended to the summary statement is the 10-page report of the ad hoc policy 
committee on artificial sweeteners. Although these reports were published wide- 
ly in the food trade press, highlights are emphasized here for your information. 
Copies of these reports can be obtained from the National Research Council, 2101 
Constitution Avenue NW., Washington, D. C. The guide used in reaching the 
conclusions and recommendations given below was the statement prepared by 
the board’s food protection committee in November 1954, entitled, “Principles 
and Procedures for Evaluating the Safety of Intentional Chemical Additives in 
Foods.” 


CONCLUSIONS 


1. Recognition is given to the usefulness of safe artificially sweetened foods 
for the special dietary purposes of individuals who must restrict their intake 
of sugar, e. g., diabetics. 

2. There is no clear evidence that the availability to, and consumption by, the 
general public of artificially sweetened foods would be effective for purposes of 
body weight reduction or control. Any decrease in caloric content of foods 
achieved with the displacement of small amounts of sugar by artificial sweeteners 
is of value for weight control only as it may aid in the supervised and controlled 
reduction of caloric intake from the total diet. 

3. The physiological harmlessness of saccharin at levels of maximum probable 
intakes has been established. 

4. The physiological harmlessness of the cyclohexylsulfamates “cyclamate” 
at levels of maximum probable intakes has not been assured. The primary 
probable hazard appears to derive from the use of cyclamate in soft drinks 
available for general public consumption. 


RECOM MENDATIONS 


On the basis of the conclusions noted above the food and nutrition board makes 
the following recommendations to the Food and Drug Administration : 

1. All foods in which artificial nonnutritive sweeteners are used should be con- 
sidered as special purpose foods 

2. Necessary restrictions and precautions governing the preparation and dis- 
tribution of artificially sweetened special purpose foods should be formulated by 
the promulgation of definitions and standards of identity, by the application of 


1 NoTe.—For additional literature on synthetic sweeteners see also Beck, K. M., Use of 
Sucaryl in Frozen Desserts. Ice Cream Review 37 (7) : 47, 48, 66, 68, February 1954. 
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section 403 (j) of the Federal Food, Drug and Cosmetic Act, or by additional 
regulations as may be required to accomplish the following: 
(a) Designation of the product as “dietetic (name of food) .” 
(>) Labeling that shows clearly the presence and ameunt of the artificial 
sweetening agent. 
(c) Inelusion of an appropriate proximate analysis on the label. 
(d) Inclusion of the statement on the label that the food should be used 
only by those who must restrict their intake of sugar. 
(e) Segregation of dietetic foods in places of distribution. 
(f) Limitation of container size as a means of minimizing the misrepre- 
sented use of artificially sweetened foods in public eating places. 
(g) Prohibition of sweetening of foods in part with added nutritive 
sweeteners and in part with added nonnutritive sweeteners. 

3. Pending the results of investigations now in progress to determine the maxi- 
mum safe intake of cyclamate measures to limit its use, especially in soft drinks, 
should be instituted. 

The food and nutrition board’s ad hoc policy committee on artificial sweeteners 
was established to study the reasons for the apparently expanding use of artificial 
sweeteners, to evaluate the nutritional and public health aspects of the widespread 
consumption of artificially sweetened foods, and to recommend a policy with re- 
spect to these nonnutritive sweeteners. Highlights from the ad hoc report follow : 

The 50-year history of the use of saccharin as a substitute for sugar by 
diabetics to restrict their carbohydrate intake continues to be supported by 
physicians. Most physicians agree that this history has demonstrated its safety 
as a chemical additive. In recent years nondiabetic obese individuals joined the 
ranks of saccharin users in an effort to reduce their consumption of sugar. Later, 
nondiabetic, nonobese persons came into the picture as users of saccharin, with 
the hope of preventing gains in body weight. 

“The desirability of meeting the nutritional needs of the people by the use of 
natural foods as far as practicable is emphasized, and to that end education in the 
proper choice and preparation of foods and the betterment of food production, 
processing, storage and distribution so as to provide more fully the essential 
nutrients native thereto are to be encouraged.” 

In 1950, cyclamate much less sweet than saccharin, was introduced. The maxi- 
mum tolerance levels for saccharin and cyclamate are still under investigation. 
However, the average daily consumption of free sugars is the equivalent in 
sweetness of approximately 0.5 grams saccharin and 4.3 grams cyclamate. This 
amount of saccharin is well below the maximum tolerance level. 

“There is no clear justification for the use of artificial sweeteners by the general 
publie as a weight reducing procedure, even though the benefit of sweet tasting 
food is recognized as a psychological ‘lift’ in many individuals and even though 
the substitution of a nonnutritive sweetener for sugars does decrease the caloric 
content of the foods in question. It is emphasized strongly that the availability 
and consumption of artificially sweetened foodstuffs have no direct influence on 
body weights nor are the foodstuffs in question of any importance in weight 
reducing programs except as they are used in feeding regimens in which there are 
supervision and control of the total caloric intake.” 

The nutritional significance of cyclamate in foods is very different from that 
of saccharin because the question of the safety of cyclamate is controversial. 
Cyclamate may not be classified as an unsafe chemical on the basis of present 
evidence. Its safety for expected use levels, however, cannot be guaranteed 
until its tolerance level is known. 


Mr. Hisren. Also saccharin gets a little black eye from the National 
Research Council. 

You see, we do not even like to call it dietetic ice cream: we want 
to call it dietetic frozen dessert. Because ice cream is made out of 
cream, milk solids, sugar, and flavoring, the sugar from both beet and 
cane sugar. And, Mr. Chairman, the good old beet sugar you get from 
the Red River Valley is just as good as the sugar they get from C uba, 
so there is no difference in what kind of sucrose we do use. And we 
like to guard the good name of ice cream. Therefore, I would rather 
have it called dietetic frozen dessert. 
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The other rumor is, that the Academy plans to manufacture soft 
frozen desserts, either ice cream or ice milk. There are thousands 
of stands making and selling soft frozen desserts by different trade 
names. They represent 7 percent of the industry’s sales. They are all 
right. They are competition and we have nothing against them as 
long as they are sanitary. 

However, a survey made by the Pennsylvania Department of Agri- 
culture, which showed about half of them needed attention from a 
sanitation standpoint. When you put one of these soft-freezing ma- 
chines in a kitchen or in an establishment where they do not have 
plenty of hot water and steam, as we use in our plant, you will find that 
you will have a perfectly good mix go into one of those freezers and 
come out with high bacteria content including coliform. The post 
exchanges experience this. ‘They were going to put those softies in all 
post exchanges in the United States, and coliform started showing up. 
And you know, the Armed Forces are very particular about any mix 
or ice cream with coliform, and the post exchange has practically 
abandoned the softies in their post exchanges. 

You see, the Armed Forces, or any Government agency, is protected 
tremendously by the so-called specs, that is, EE—I-106 (b). Ana after 
a lot of work, over a number of years, on May 29, 1953, the Federal 
specifications for ice cream, sherberts, and ices were adopted. 

Now, this is a specification that is being used by all branches of the 
Government, and it goes into very thorough detail on what we have to 
furnish a Government agency. It was collaborated in by every branch 
of the Armed Forces, the United States Public Health Service, and a 
number of other agencies of the Government, including the Depart- 
ment of Agriculture. And the Government consumer of ice cream 
is tremendously protected. Because, for one thing, you cannot sell 
any frozen desserts that have a bacterial count over 50,000 per gallon. 
That is low. That is practically as low as you get in a bottle of milk 
at some places. And if coliform does show up, it cannot be over 20 
per gallon. And if coliform persists, the supplying company will lose 
the contract. 

You see, we are quite proud in the ice cream industry, because we 
have had a wonderful record of delivering to the consumer through 
our outlets a product that is wholesome. We have that responsibility. 
You have to go back to 1929, when the last epidemic caused by ice 
cream happened in Wisconsin, and we have not had any since. 

In other words, I say this because the Academy has a responsibility, 
if they do install this machinery to manufacture a delicate product 
from a bacterial standpoint. I could go on and give you example 
after example, 30 years ago, or more, where such installations had 
trouble. There was trouble right here in Washington at Gallinger 
Hospital. I believe now it is called D. C. General Hospital. They 
were making their own ice cream and had an epidemic. No one died, 
fortunately—over 200 patients became ill] in that hospital. They had 
to throw out their ice cream equipment there. Even the freezer op- 
erator who made the ice cream was bedridden. 

When Government agencies purchase their ice cream, the responsi- 
bility is on the wholesale ice cream manufacturer. When they make 
their own ice cream, they are in danger if they do not have trained 
men and laboratory control. We respectfully request that the Air 
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Foree Academy not be added to the long list of Government agencies 
that are competing with the wholesale ice cream industry. 

Thank you. 

Senator Tuyx. Do you wish to have any of your associates here 
make any statements / 

Mr. Hispen. I would like to have Mr. Dunlap, the executive secre- 
tary of Colorado Dairy Products Association, make a statement. He 
has the facts and figures in regard to the market there. And Mr. Rob- 
inson is vice president of the Robinson Dairies, a local independent 
dairy in Denver. 

These two gentlemen will show you the availability of the product 
in Colorado. 

Senator Turn. Charles E. Dunlap, secretary, Colorado Dairy Prod- 
ucts Association. You may proceed. 


STATEMENT OF CHARLES E. DUNLAP, SECRETARY, COLORADO 
DAIRY PRODUCTS ASSOCIATION, DENVER, COLO. 


Mr. Duntar. As Mr. Hibben has told you, I represent all of the 
dairies and ice cream plants in the State of Colorado. I would like 
to bring to your attention that in the area involved, which is Colorado 
Springs, and secondarily, Denver, being only 50 miles away from the 
Academy, we have three ice cream businesses in Colorado Springs, 
namely, ‘the IXL Dairy, Sinton Dairy, and Carlson Fink Creamery, 
that are supplying dairy products to Fort Carson, which is under the 
Fifth Army ¢ ‘ommand, the Ent Airbase, Peterson Field, which as 
stated, come under the Fifth Army Command, and also the Federal 
Food and Drug, as far as inspection is concerned. 

Besides that, we have in Denver the Beatrige Food Co., the National 
Dairy, Robinson Dairy, as represented by Mr. Robinson, the Arvada 
Dairy, and Manor Ice Cream Co., all with facilities so that any one 
plant could furnish three times the capacity of what would be re- 
quired at the Academy. There would be the product available in any 
form that they would like to have as far as ice cream is concerned. 

Senator Attorr. May I interrupt you, Mr. Dunlap ‘ 

Mr. Chairman, I might say I am very happy to have these Colorado 
gentlemen down here tod: Ly, independent small-business men who are 
so vitally interested in the outcome of this situation. 

May I ask you a question. You made the statement that any one 
of these plants, and I think you were referring to the IXL Dairy, 
Sinton, and Carlson Fink—— 

Mr. Duntap. Carlson Fink, right. 

Senator Attorr. Have three times the capacity necessary to take 
care of this. Could you give us any figures on that ? 

Mr. Dunuap. As hear as we can find, their requirements would be 
approximately 200 gallons per day at the Academy. And these plants 
would have the capacity over and above their sales that are demanding 
that equipment today. 

Senator Atiorr. All right. I did not want to interrupt you, but I 
thought some figures would help bring this thing into focus. 

Mr. Dunuar. That would be the volume as we see it, and as we can 
find out from the Air Force. 
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Now there has been more information—more information that we 
can find is that with the equipment purchased, ice cream mix would 
have to be purchased from the outside, shipped into the Academy, 
stored, and then freezing equipment would be at the Academy proper, 
in the kitchen, or wherever it is scheduled to be set up. This would 
necessitate the ice mix being shipped in 10-gallon cans, the mix be- 
ing dumped into a storage \ vat in the Academy. The cans would have 
to be washed, or at least rinsed at the Academy, and picked up by the 
supplier and taken back to the plant. 

I think all of you gentlemen know that when you handle any prod- 
uct, you are going to have a certain amount of loss when you go into 
small containers. And not only do you have losses, but you are oetting 
into the possibility of contamination, bacterial contamination. It is 
just a case where the ice cream plants have technically trained men 
to take care of these things, whereas in the Academy it would prob- 
ably be, I would not say a hit-or-miss affair, but you would probably 
not have a trained man. With the freezing of 200 gallons of ice cream 
a day, I cannot see how they could possibly have a man properly 
trained to take care of that operation. 

Now, as I see it, or have gotten the information from the equip- 
ment list sent out for bids, there would be two 40-quart freezers, or 
in layman language, two 10-gallon ice cream freezers; 1 stainless steel 
refrigerated tank, : 200 gallons: 2 2 ice cream storage hardening cabinets, 
which have the ¢ ‘apacity of approximately 200 gallons; and a hand- 
operated or a foot-operated filler for filling quart containers. I take it 
that these quart containers will be the type that have the partitions in 
so you would have individual servings, such as are being used in a lot 
of Army installations. 

Now taking that same type of product, and comparing it with the 
products served to Fort Carson, just to get our figures down to a 
price situation, the wholesale price for ice cream to a retailer who will 
retail it in due course to a customer is $1.78 per gallon. 

Fort Carson is buying ice cream for $1.52 per gallon. So you can 
see that the industry is trying to get a good product at the lowest 
possible cost to the armed services. Our members feel that they can 
do this because of no advertising cost, no extra equipment cost, lower 
delivery cost, and by having that extra volume, they can cut their 
costs down and they will still be in a tax bracket, and make a little 
money so they can take care of their taxes, being a small business. 
And when I say small business, I mean independently owned businesses 
with the number of employees under 500 in each plant. 

I would like to conclude, Senator, by saying that our whole group 
in Colorado certainly hopes that your committee sees fit to have private 
industry take care of the demands of the United States Air Force 
Academy, and I will certainly pledge our industry to take care of it 
in the best possible manner that we know how. 

Thank you. 

Senator Tnyr. Do you wish to have Mr. Robinson make a state- 
ment ? 

Mr. Rozrnson. I would like to make a brief statement if I may, 
Senator. 
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STATEMENT OF RICHARD ROBINSON, VICE PRESIDENT, ROBINSON 
DAIRIES, DENVER, COLO. 


Mr. Rosinson. I would like to answer one point that Senator Allott 
brought up as tocapacity. Mr. Dunlap made the statement that we had 
three times the capacity. I can give you a brief illustration, if you 
would like, sir. 

Senator Atcorr. I think it would help the record. A broad, general 
statement is fine; we accept it for what it is worth; but on the other 
hand, if you can be specific, it ties the point down that much further. 

Mr. Rosrnson. I can be specific as to our own case, the Robinson 
Dairy in Denver. We are a small business with approximately 40 
employees, strictly a commercial institutional dairy. In other words, 
we serve restaurants, hotels, Government installations, hospitals, and 
so forth. 

Our ice cream department is not a major part of our business, but 
we doa considerable ice cream business. 

In our setup we have one 40-quart batch freezer, which type the 
Air Force is considering—not the exact brand, but a similar freezer, 
and a continuous freezer capable of putting out 150 gallons per hour 
continually through any given period. So the 200 gallons per day 
that would be necessary for the United States Air Force Academy 
would be produced by using the 2 freezers together in a matter of 
30 to 45 minutes. And as far as our capacity goes, we run approxi- 
mately 8 hours a day for 5 days, 40 hours a week. We are capable of 
running 24 hours a day for 7 days. 

Senator Tityr. The question is simply this: That if the business 
was there, you could meet any requirement that you were called upon 
to meet; as a free enterprise you are producing now in accordance 
with the consumption demands in that area / 

Mr. Rogsrnson. Correct; yes. 

Senator Ture. And if in the event that increase came, you would 
immediately adjust your production to meet it 4 

Mr. Roprnson. Right. 

Senator Tiyr. Because that is how you have been building up your 
business, on the basis of what the need was ? 

Mr. Roprnson. Well, what disturbed us mainly is that we were 
very, very happy to have the United States Air Force Academy come 
to Colorado. 

Senator Tuyr. I will tell you very frankly as a member of the 
Appropriations Committee who sat through the question as to where 
it would be located, that there were a great many of us that were 
bidding for that airbase, so you were a fortunate group out there 
to get it. 

Mr. Ropninson. Yes, sir, and we realize that. 

Senator Tyr. Because we put up some very good propositions 
for Minnesota, and I know good propositions that were put up else- 
where in the Nation. 

Mr. Rosrnson. We were disturbed when we heard they were build- 
ing their own ice cream plant, and we wanted to get to the bottom 
of it. 

Senator Tuyr. And rightfully. As a businessman, you are con- 
cerned with business that might be brought to your community. 
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Mr. Rostnson. That is exactly it. 

Senator Toyz. And you certainly did not want anyone competing 
with you that shared that feeling: 

Mr. Rogrnson. That is the reason. And most of the equipment 
they are putting in is entirely capable of handling about five times 
the amount of ice cream they say they are going to produce. 

Senator Ture. I beg your pardon, I could not hear. 

Mr. Rozrnson. I say, the amount of equipment that they are going 
to put in is capable of producing much more ice cream than they are 
specifying they will need. 

Mr. Messick. Would that be on the basis of a 40-hour week, as you 
mentioned in connection with your business ? 

Mr. Rosrnson. A 5-day, 40-hour week. Our ice-cream man figures 
that on a batch freeze, to put 10 gallons out, it will take him from 3 
to 5 minutes for each 10 gallons of ice cream. 

Mr. Messick. I believe the testimony shows that their demand would 
probably be 200 gallons a day. In an 8-hour day these 2 freezers could 
freeze 1,000 gallons? 

Mr. Rogsrnson. Approximately 1,000 gallons per day— 

Senator Ture. Are there any other statements? 

If that concludes your statement, thank you. 

The next witness will be Garland Long, president of the Rainbo 
Bakers Co., Colorado Springs, Colo., representing the Rocky Moun- 
tain Bakers Association; and Joseph M. Creed, counsel, American 
Bakery Association. 

Mr. Creep. Senator, I am Joseph Creed, and this is Mr. Long. I 
will speak for the American Bakers Association, and Mr. Long is 
speaking here on behalf of the Rocky Mountain Bakers Association. 

Senator Tuyr. You may proceed, sir. 





STATEMENTS OF JOSEPH M. CREED, COUNSEL, AMERICAN BAKERS 
ASSOCIATION, WASHINGTON, D. C.; AND GARLAND LONG, PRESI- 
DENT, RAINBO BAKERS C0O., COLORADO SPRINGS, COLO., REPRE- 
SENTING ROCKY MOUNTAIN BAKERS ASSOCIATION 


Mr. Creep. I have no formal statement to make, but first I would 
like to express the thanks of our association to you, Senator, and your 
committee, and Senator Allott for your interest in this problem that 
we have in connection with the proposed bakery at the United States 
Air Force Academy. 

We first learned that the Air Force was contemplating the installa- 
tion of a bakery through a news story that appeared in the Rocky 
Mountain News under dates of March 13. With your permission, I 
would like to read the story for the record. It is headed: “Air Acad- 
emy Kitchen Contract Sets Record.” 

A contract to supply kitchen equipment for the new Air Force Academy cadet 
dining hall in Colorado Springs has been awarded to a Denver firm. Fortner 
Bros. Midwest Corp. of 1501 Wazee Street has been awarded the $425,000 con- 
tract. It is the largest ever awarded to furnish kitchen equipment in a single 
building, according to company officials. 

The contract covers two 25-foot dishwashing machines, a complete automatic 
bakery, and an ice cream making department. 
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After receiving that particular clipping from one of our members 
in Colorado, I did some preliminary checking with the Air Force and 
was advised by Colonel Noonan that they planned only to bake biscuits 
and rolls for the Air Force Academy contingent. I told Colonel 
Noonan at the time that we had information on the specifications for 
the equipment sought, which appeared to indicate a much larger capac- 
ity than what he said was the intent of the Academy. 

Among some of the things was a rounder, which would have a 
capacity of not less than 3,600 pounds an hour, and an overhead 
proofer with a capacity of 1,200 40-ounce loaves per hour, and several 
other pieces of equipment which indicated a very large capacity. 

Colonel Noonan checked into it a little further, and said that they 
would advise us by letter, if we wrote, that they had no intention of 
doing other than baking rolls and biscuits for the cadet contingent. 
[ therefore wrote to Secretary Douglas, of the Air Force. I have 
a copy of the letter, and I can read it, or just submit it for the record, 
if you wish. 

Senator Ture. Without objection that will be made a part of the 
record, if you desire to have it in, and then you may comment about 
the letter as you desire. 

(The letter referred to follows: together with a copy of the reply 
from the Department of the Air Force dated May 22, 1957.) 


ExHIsIT 5 


AMERICAN BAKERS ASSOCIATION, 
Washington, D. C., May 9, 1957. 
Hon. JAMES H, DovuGLas, 
Secretary of the Air Force, 
The Pentagon, Washington, D. C. 

DEAR Mr. SECRETARY: We have been advised that the Air Force Academy Con- 
struction Agency in Colorado Springs has let a contract in the amount of sev- 
eral hundred thousands of dollars for bakery equipment for the installation of 
a full-fledged bakery in the Academy. The capacity of this equipment is speci- 
fied to be not less than 3,600 loaves per hour and it includes, in addition to the 
usual heavy production equipment of a wholesale bakery, a bread-slicing and 
bread-wrapping machine with a capacity of up to 1,800 loaves per hour. How- 
ever, it is our understanding that the intent of the Air Force is to bake hot 
biscuits and rolls for its estimated 2,600 students and does not contemplate the 
operation of a bakery. We have been so advised by telephone by Col. Stephen 
F. Noonan, liaison officer for the Air Force Construction Agency. We would 
appreciate having from you written confirmation of this intent. 

Unless it is the intent of the Air Force Academy to supply bread and other 
bakery products not only to their own personnel but to other military installa- 
tions in the area as well, there is no justification for this extravagant expendi- 
ture of the taxpayers’ money for the installation of a bakery. Further, such 
an operation would appear to be contrary to Department of Defense directives 
on commercial activities by the military forces. 

There are several excellent commercial bakeries in Colorado Springs and in 
Denver which are fully capable of meeting all the requirements of the Air Force 
and other installations in that area. We are sure that they will cooperate fully 
to provide the Air Force Academy with its baked goods requirements. 

We hope that you will promptly take the necessary steps to eliminate this 
bakery from the Air Force Academy construction project and advise us accord- 
ingly. 

Sincerely, 
JOSEPH M, CREED, Counsel. 
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EXHIBIT 5(A) 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 22, 1957. 
Mr. JosepH M. CREEp, 
Counsel, American Bakers Association, 
1317 F Street NW., Washington, D.C. 

DeAR Mr. Creep: This is in response to your inquiry of May 9, 1957, addressed 
to the Secretary of the Air Force, concerning plans to establish bakery facilities 
at the Air Force Academy. 

It is planned that virtually all support activities at the Air Force Academy 
will be provided by means of contract with commercial business enterprises. We 
have specified for the cadet kitchen, equipment to make pastries for the cadets. 
This equipment is part of the total cadet kitchen facilities being obtained under 
a subcontract to the price construction contract and includes pastry ovens and 
associated items required for the baking of specialty pastry items such as pies, 
cakes, and hot rolls. 

It is important to note that the capacities of the pastry ovens are sufficient 
only to meet the requirements of the cadets and such few other persons as are 
authorized to dine in the cadet dining hall, and will be used only for this purpose. 
In this regard, it is intended that all loaf bread will be purchased from commer- 
cial sources. In the event of a national emergency, strike, or some other event 
temporarily restricting commercial output, a limited quantity of loaf bread will 
be secured from Camp Carson for the cadet dining hall pending normalization of 
the commercial supply. 

I am pleased to provide this information to you and I hope that this will satisfy 
your inquiry in this matter. 

Sincerely yours, 
JOHN M. Ferry, 
Special Assistant for Installations. 

Mr. Creep. In that letter I inquired as to whether or not that was 
the case, and asked that we be advised. We also called attention to 
the fact that this amount of equipment was considerable, in view of 
the fact that all they needed it for was to bake biscuits and rolls. 

I was advised this morning, incidentally, by Mr. Ferry, that a reply 
has been sent to me. However, it was mailed yesterday or today, so I 
have not seen it. 

Now in the letter we also made reference to the defense directive 
which has instructed the various elements of the military that unless 
commercial facilities are not available to supply bakery products at 
reasonable prices, that they cannot either install or reactivate bakeries 
among other types of commercial facilities. 

Within the area that supplies the military installations in Colorado 
Springs, Lowry Field, Fort Carson, and others, we have several com- 
mercial bakeries in Pueblo, which is 44 miles from Colorado Springs. 

There are the Rainbo Bakers, Inc., and Continental Baking Co. 

In Colorado Springs itself are the Rainbo Bakers, Inc., and Star 
Baking Co. Some 80 miles from Colorado Springs are the Campbell 
Baking Co., Continental Baking Co., the Macklem Baking Co., Old 
part te Bread Co., Rainbo Bakers Co., and Star Bakery. 

Now those are only a few of the total that are in those cities, and 
of course any one of them could meet the requirements of the Air Force 
Academy. In fact several of them have had, or do now have, con- 
tracts to supply other installations in the area 

So from our standpoint, that of the baking industry, we have been 
working very, very hard over the past several years to get the military 
and other Government agencies out of the b: iking industr y. 
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The Army has closed down several of the baking installations at 
different posts, and the Veterans’ Administration has just about elim- 
inated all of their bakeries. And insofar as we know they have been 
able to obtain their requirements from commercial bakeries in their 
respective areas. 

This new installation at the Air Force Academy represents the first 
instance, so far as I know, of a movement in the other direction, of 
installing additional facilities or new equipment to meet post needs. 

Now, Mr. Long, who is here representing the Rocky Mountain 
Bakers Association, is an operating baker in Pueblo and Colorado 
Springs. He has had contracts with various military installations out 
there. He knows the capacity of the equipment and specifications of 
the bakery equipment which we understand has already been con- 
tracted for by the Air Force, and he is going to advise, or tell the com- 
mittee, if he may, what the equipment “will do and what the situation 
will be from the standpoint of the local bakers in that area. 

Senator Tuyr. You may proceed, Mr. Long. 

Mr. Lone. Senator, I am Garland Long, representing the Rocky 
Mountain Bakers Association. 

After the executive board of the Rocky Mountain Bakers Associa- 
tion had examined the specifications for kitchen equipment, they were 
very alarmed, after being told by the Defense Department that there 
would be no further bakeries, but that there would be kitchen equip- 
ment ordered to supply hot rolls and biscuits, various things of that 
type, for the Air Force Academy, we were amazed to find overhead 
proofers 

Senator Attorr. What ¢ 

Mr. Lona. Proofers. It is a piece of machinery where after the 
dough is run through the divider and divided, it is a rest period where 
it proofs before it comes to the molder. 

Now, in the process of making rolls and biscuits, proofers and 
rounders are not used, 

Senator Tiryr. Excuse me. I am going to have to leave to go over 
to an appropriations hearing, because we have some witnesses there 
that I have some responsibility for. Therefore, Senator Saltonstall 
will chairman the committee. 

Mr. Creep. Senator Saltonstall, before Mr. Long proceeds with his 
testimony, I wonder if we could submit for the record a list of the 
equipment which has been contracted for, as we understand it, by the 
Air Force Academy construction agency, of bakery equipment to be 
used in the new plant? Mr. Long is going to refer to this in his testi- 
mony, and it might be helpful to have the complete list in the record. 

Senator SavronsraLi, Without objection, it will be put in the 
record. 

(The list referred to follows :) 


ExuIsiT 6 


List OF BAKERY EQUIPMENT ORIGINALLY CONTRACTED FOR BY THE DEPARTMENT 
OF THE AIR FORCE FOR THE UNITED STATES AIR ForRCE ACADEMY 


Item B—5. 1 water conditioning unit 
Item B-6. 5 dough troughs 

Item B-6A. 1 trough hoist 

Item B-7. 1 automatic dough divider 
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Item B-8. 1 rounder 

Rounder shall be sufficiently large to round pieces of dough from 10 ounces 

to 48 ounces. Capacity shall be not less than 3,600 loaves per hour. 
Item B-—9. 1 automatic overhead proofer 

Of the overhead type, having a capacity of 1,200 40-ounce loaves per hour, 

12 minutes proofing time with a range of 8 to 20 minutes. 
Item B-—10. 1 cross-grain moulder 

Operating speed shall be up to 75 loaves per minute. 

Item B-11. 1 proof box 
Item B-16. 1 cake flour sifter 
Item B-17. 2 automatic doughnut machines 
Item B-18. 12 pan racks 
Item B-19. 3 dough retarding racks 
Item B-20. 1 roll divider and rounder 
Item B-12. 5 bread proofing racks 
Item B-13. 2 revolving tray ovens 

EHight-tray type, 26 by 134 inches, having a capacity of 56 standard sheet 
pans, and supplied as per military specification MIL—0-2469A (QMC) (1), 
with the following exceptions : 

Item B-14. 6 cooling racks 

Item B-15. 3 pie racks 

Item B-16. 1 cake flour sifter 

Item B-17. 2 automatic doughnut machines 

Fat kettle to have a capacity of 55 pounds, reservoir capacity of 11 pounds, 

dough hopper capacity, 35 pounds mix. 
Item B-18. 12 pan racks 
Item B-19. 3 dough retarding racks 
Item B-20. 1 roll divider and rounder 
Item B-21. 1 sweet dough sheeter 
Item B-—22. 1 cookie dropper 

Heavy construction and equipped with 80-quart stainless steel hopper 
with 3 standard cookie dies. 

Item B-23. 1 bread slicer and wrapper 

Bread slicing machine shall have a capacity of from 700 to 1,800 loaves 
per hour, either white or rye bread; shall slice loaves up to 20 inches in 
length. Equip machine with detachable knife frame, one set of frames, 
seven-sixteenth-inch slice and adjustable type knife guide and load hold- 
down plate to guide the knives. Holddown plate shall be adjustable so that 
it can be raised or lowered for various height loaves. Equip with hand 
wheel adjuster. 

Bread wrapping machine: Equip machine with a variable speed drive 
for a capacity of 700 to 1,800 loaves of bread per hour, a clutch lever for 
starting and stopping the machine, automatic paper feeder so that when 
a loaf is not fed to the elevator, the machine will not feed and waste paper, 
chain flight feed belt to the wrapping position of the machine, and a canvas 
discharge belt which will discharge the wrapped loaf at a convenient 
location. 

Item B-27. 1 bread dump rack 
Item B-28. 1 automatic pan cleaning and greasing machine 
Item B-29. 1 pie dough divider 

Portable table type, 19-part divider, manually operated, to divide pie doughs 
for 8-inch, 9-inch, and 12-inch pies; furnished with cutting plate and carrier 
pan capable of holding 76 large dough balls for a minimum of 304 small pies. 
Furnish tubular all-steel portable table. 

Item B-30. 1 pie dough roller 
Item B-31. 1 fruit pie trimmer and rimmer 
Item B-33. 1 cake depositor 

Furnish 1 portable automatic cake dough depositor mounted on a heavy 
cast-iron frame and driven through a clutch connected gear transmission to 
an electric motor. Equip machine with an 80-quart stainless steel batter 
hopper, measuring chamber, adjustable scaling mechanism, a set of batter 
dies to deposit cup cakes and other cakes, a rotary knife which cuts off de- 
posits and shuts the outlet, piston feeds and pan table. Furnish motor suited 
for 3 phase, 60 cycle, 220-volt current. 

Item B-43. 1 baker’s gas stove 
Item B-46. 1 heavy duty vertical electric mixer, 140-quart capacity and ac- 
cessories 
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Item B-47. 1 heavy duty vertical electric mixer, 80-quart capacity and acces- 
sories 

Item B-49. 1 stainless steel table for storage of mixer accessories 

Item B-—50. 1 stainless steel storage cabinet 

Item B-51. 1 stainless steel shelving unit 

Item B-52. 1 triple compartment sink and double drainboard 

Item B—56. 2 stainless steel portable drain tubs 

Mr. Lone. In checking over this list of equipment, as I previously 
stated, we were amazed to find so many pieces of heavy equipment 
that would be used only in the making of bread. 

For instance, there is a bread- slicing machine. Now you do not 
slice rolls and biscuits, but the slicing 1 machine is used only for the 
slicing of bread; and the wrapping machine for the purpose of wrap- 
ping ¢ and se: aling bread in a package form. 

Now, to find this equipment ordered, and then to be told that there 
was to be no bread made at this installation, we have not been able 
to find the answer for it. There are several pieces of equipment which 
I mentioned there. 

In addition to this, we find a considerable list of equipment which 
will be needed, and which will have to come along and be requested 
at a later date for the making of biscuits, rolls, pies, such as cooling 
piepans. They will have to have piepans, roll pans, ingredient se sales, 
ingredient containers, and various equipment of that kind which we 
feel will have to be added to this if it is to go ahead. 

It also looks to the baking industry as though—the specifications 
call for two automatic doughnut machines to produce 80 dozen dough- 
nuts per hour, and the baking industry figured that one machine would 
certainly make all the doughnuts that would be used by the cadet 
mess—in a 4-hour period it could produce enough to aol the cadet 
mess. 

I believe that is about all that I have. 

There are, as Mr. Creed has stated, 6 major wholesale bakeries in 
Denver, 2 in Colorado Springs, 2 in Pueblo. We are serving Fort 
Carson, with 22,000 troops, their bread supplies for the mess, and it is 
our understanding that at Fort Carson there has been some question 
that some bakery equipment was needed for standby equipment, in case 
of strikes and emergency, and Fort Carson has such equipment, 8 miles 
south of Colorado Springs, to produce many thousands of loaves of 
bread per day. 

Senator AtLorr. Mr, Chairman. 

I am glad you brought that up, Mr. Long. It is a fact that Fort 
Carson, which is just a matter of, roughly, 13 to 15 miles out of the 
Air Force Academy, has just put the equipment there, which is large 
enough to provide bread for all military establishments in Colorado, 
on standby—have they not? 

Mr. Lona. That is right. And in inquiring about buying some of 
that equipment, we were told it was in mothballs, so to speak, i in case 
there was a war—— 

Senator Atxiorr. I am correctly informed about that, am I not? 

Mr. Lona. I am sure that is correct. 

I think that is all, Mr. Chairman. 

Senator Savronstaty. Thank you, Mr. Long. 

Have you anything more you wanted to : add ? 

Mr. Creep. Senator, may I make one further comment ? 
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I understand that one of the reasons given by the Air Force for re- 
quiring this equipment, even though they are not going to bake bread 
or other products for the cadets Dey ond the biscuits and rolls, is in 

case of a strike or inability of local plants to meet their requirements. I 
would like to point out that in 1949, there was a 13-week strike of 
bakeries in the city of New York, and during that time no one in the 
city of New York had any trouble at all getting bread. 

There have been strikes in Denver, bakery st rikes, and no one in the 
city of Denver ever experienced any difficulty in obtaining bread or 
other bakery products. 

Senator Atiorr. May I make a couple of general inquiries, of either 
one of you gentlemen ? 

Who provides such items as rolls, doughnuts, pies, to Fort Carson ? 

Mr. Lone. I believe that at Fort Carson they closed the bread bak- 
ery, and have still maintained their pastry shop. I believe that the 
industry has had no complaint. I have heard of no complaints among 
the industry in that respect. They have maintained a pastry shop. 

Senator Atiorr. A pastry shop ? 

Mr. Creep. Yes, sir, where they can make the rolls and the pies. 
They are available on the wholesale market. We make everything 
in that line except the pies, and they have two pie companies in Denver 
who are serving the Colorado Springs area and they are available in 
the wholesale market. 

Senator Atxorr. And is it your position here that the bakeries we 
will call them, as distinguished from the military, should supply these 
items also? 

Mr. Lone. That is right. 

Senator Atuorr. Do you know, corollary to that, what the situation 
is at Lowry ? 

Mr. Lone. Well, Lowry Air Force Base is being served by Denver 
bakeries at the present time, since the closing of the bakery on the 
military post at Lowry Air Force Base. And we were informed after 
that bakery was closed, sometime after that bakery was closed, a pe- 
riod of 6 months to a year, that they decided it would be necessary 
for them to have their own doughnut-making equipment. And I was 
told by the executive board at our meeting in Denver of the Bakers 
Association, that they had purchased in the ‘neighbor hood of $35,000— 
that is what it would cost the baker to buy it—worth of automatic 
doughnut-making equipment, and it was used approximately 6 to 8 
months, and they are now buying doughnuts in the wholesale mar- 
ket, and that automatic doughnut-making machinery was sitting idle 
at Lowry Air Force Base. 

Senator Sauronsratt. Thank you, Mr. Long. 

Senator Allott, do you have any further questions ? 

Senator Atnorr. No. No further questions. 

Senator Sarronstauty. Have Mr. Long or Mr. Creed anything they 
wish to add? 

Mr. Creep. Nothing further.* 

Senator Satronstaty. Thank you. 

Senator Atxorr. Mr. Chairman / 

Senator SaLtonsTaLu. Senator Allott. 


18 See exhibit 9, p. 83, for Mr. Creed’s letter dated June 3, 1957 
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Senator Atiorr. Before we start with the other witnesses, I see Mrs. 
Kelly, administrative assistant to Congressman Rogers from Colo- 
rado’s Congressional District No. 1, Denver, is here and I wondered 
if she had any statement that she cared to submit for Congressman 
Rogers at this time. 

Mrs, Keviy. Thank you, Senator, but I do not believe so. I am just 
taking notes for Congressman Rogers since he was unable to be pres- 
ent because of a meeting of his own committee. 

Mr. Creep. Thank you very much. 

Mr. Lone. Thank you, sir. 

Senator SAtronsrauty. The three Air Force witnesses are listed as 
Mr. John M. Ferry, special assistant for installations, Department of 
the Air Force; Maj. Gen. L. B. Washbourne, Assistant Chief of Staff, 
Installations, Department of the Air Force; Lt. Col. S. F. Noonan, 
Air Force Academy construction liaison officer, Office, Assistant Chief 
of Staff, Installations, Department of the Air Force. 

Is General Washbourne here? 

Mr. Ferry. Good morning, Senator. General Washbourne has sent 
his apologies for failure to be able to appear this morning. I might 
explain that General Washbourne is about to be transferred overseas, 
and he has a great many administrative details he is attempting to 
clear up before he leaves for his assignment over in Germany. 

Senator Sarronstati. Mr. Ferry, do you wish to testify / 

Mr. Ferry. I will be the principal witness. 

Senator Sauronstaty. What I believe is customary, is that after the 
Air Force testimony, if Mr. Long or any of these gentlemen who testi- 
fied have anything further they wish to add, after listening to you, 
we are to give them an opportunity to do so. 

Mr. Ferry. By all means. 

Senator Savronsrauu. It is now 11 o’clock. How long will it take 
you Mr. Ferry ? 

Mr. Ferry. I think it should not be more than 10 minutes. 

Senator Sarronstatu. Thank you, sir. You may proceed. 


STATEMENTS OF JOHN M. FERRY, SPECIAL ASSISTANT FOR IN- 
STALLATIONS; LT. COL. S. F. NOONAN, AIR FORCE ACADEMY 
CONSTRUCTION LIAISON OFFICER; AND COL. WINGATE B. JONES, 
DEPUTY CHIEF OF STAFF, MATERIEL, AIR FORCE ACADEMY, 
DEPARTMENT OF THE AIR FORCE 


Mr. Ferry. First may I present Colonel Noonan and Colonel Jones, 
who will support me in technical details. 

Senator Sarronstaty. What is your name ¢ 

Colonel Jones. Colonel Jones, sir, Col. Wingate Jones. 

Mr. Ferry. I have no prepared statement here, sir, to offer the 
committee, but I have listened to the testimony produced by the ice 
cream manufacturers and by the bakers. 

First, I would like to state that I am very happy indeed that the 
Air Force has the opportunity of appearing before your committee 
in order to correct some misapprehensions which I think justifiably 
have alarmed the representatives of both industries. 
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I would like to address myself to inquiries in the order in which 
the testimony was presented to you gentlemen by first suggesting the 
problem of bakery equipment at the Academy. 

Let me begin generally by making a categorical statement that we 
will not bake bread at the Academy. We will purchase our bread 
commercially on competitive bids from local commercial sources. 
We have investigated the question of the bread-making machinery, 
bread-wrapping machinery, which was in the specific ations, and have 
come to the conclusion that it is an unnecessary expense, in view of 
the fact that Camp Carson has a breakdown capacity which would 
be available to us in the event of strike, and we have eliminated all 
bread-making equipment from the Academy installation. 

We will, however, have bakery equipment for pies, pastries, hot rolls, 
hot breads, and similar delicacies for the serving of the cadets. I 
rather think that that arrangement is a sane and equitable method of 
feeding our cadets, without in any way infringing upon the normal 
bakers’ commercial activity in the area. 

I would now like to address myself to the question of the ice cream. 
We have in the specifications, as was correctly stated by the repre- 
sentative of the ice cream industry, two 10-gallon freezers as part of 
the regular kitchen equipment of the cadet dining hall. We are not 
providing ice cream for the PX, for the commissary, or for any of 
the families who will live at the ‘Air Academy installation. We will, 
however, provide ice cream for the cadets. We hope to be able to 
provide it 5 or 6 times a week, because ice cream is one of the 
relatively few pleasures in life which are still available to the cadets 
under the very difficult regime and course of instruction they endure. 

Senator SALTONSTALL. Do I understand you then, Mr. Ferry, to say 
that you have two 10-gallon freezers in the dining hall alone? 

Mr. Ferry. Of the cadets. 

Senator Satronsratu. Of the cadets ? 

Mr. Ferry. Yes, sir. 

Senator SALTONSTALL. So if the cadets want to go to the PX, or if 
married members of the staff want to go and buy ice cream, they have 
to buy commercial ice cream at the PX’s? 

Mr. Ferry. That is entirely correct, sir. 

Senator Sarronsrati. And none of the ice cream made in the 
dining hall will be sold to the P-X’s, or sold outside ? 

Mr. Ferry. Absolutely not, sir. It will be served only to those 
‘adets who attend the dining hall, and to those relatively few out- 
siders, such as visitors and such, who will eat occasionally in the 
cadet dining hall. 

Senator SatronsTaty. Well, have you anything more to say ? 

Mr. Ferry. Yes, sir, I w ould like to amplify a trifle further on that. 

First, the Air Force is completely in harmony with the Defense 
Department’s attitude that we do not wish to compete with private 
business. I can do no more than say that we are completely behind 
the efforts of Mr. Brundage and others who have testified before your 
committee. 

On the question of ice cream, where we have ordered and purchased 
the ice cream freezers, we will commercially purchase the ice cream 
mix which will be frozen on the premises for the use of the cadets. 

Senator Satronstrauy. That is in the dining hall, too? 
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Mr. Ferry. That is right, sir, in the cadet dining hall. 

Please, I want to make er ‘ystal clear that we are not providing any 
ice cream for the PX or the commissary or the families who live on 
the post. This ice cream mix will be purchased competitively from the 
dairy industry in the neighborhood on competitive bids, and will be 
merely frozen in this equipment and stored as needed for use of the 
cadets. 

Senator SarronsraLLt. Mr. Hibben? Is Mr. Hibben here? 

Mr. Hispen. Yes, sir. 

Senator SALTONSTALL. You have heard what Mr. Ferry has said ? 

Mr. Hispen. Yes. 

Senator SarronstaLt. Have you any criticism? What is your 
criticism now! I was not present during your testimony, but what 
criticism have you on what he has just said? 

Mr. Hipsen. In the first place, we have several companies right 
in Colorado Springs 

Senator SALTONSTALL. You have several what ? 

Mr. Hissen. Companies, ice cream companies, that furnish that 
ice cream at a lesser cost when you consider the installation and labor, 
if they add the taxes onto what we have paid to the Federal Govern- 
ment and the State government. 

Secondly, the health departments throughout the United States look 
down upon (including Massachusetts) having freezing equipment in 
the kitchen. Mr. Ferry said it is part of the kitchen equipment. They 
are getting more stringent every day in the United States Public 
Health Service and the State health departments. 

Senator AtLorr. Mr. Chairman, may I add this? 

I realize that this thing of requiring purchases to be made of small 
businesses, or businesses in general can be carried to a ridiculous ex- 
treme. I mean, it might be « carried to the extreme that they should be 
required to purchase frozen dinners and bring them in and heat them 
up and serve them to the cadets. This would be the ultimate. But I 
cannot understand, since the Air Force would have in any instance 
to purchase its ice cream mix, and since it would have to put specifica 
tions upon the quality and contents of that mix, why isn’t it oaiplalaly 
and wholly practical for the Air Force ae pure chase the ice cream? 

Mr. Ferry. May I address myself to that, Senator Allott ? 

Senator Auuorr. Yes. 

Mr. Ferry. If we were to purchase the ice cream in the final stage, 
ready for eating, under our distribution of the budget for the dining 
costs, we would only be able to feed our cadets about 3 times a week 
the ice cream, or 3 meals a week. 

By buying the ice cream mix, and using the same quantity of mix 
that we would use if we bought the commercial ice cream, we would be 
able to feed them 5 or 6 times a week. 

Now, cadets, living, as you know 

Senator Atxorr. In other words, let’s take that as it stands, and I 
would like to get these cleared up as we go along. What you are say- 
ing is that you can provide ice cream for roughly 50 percent of the 
cost of what you can purchase it for from these men. 

Now I would like to get an answer from the other side on that. How 
about Mr. Robinson or Mr. Dunlap ? 

Mr. Hrepen. Yes, sir. 


91141—_57——_6 
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Senator SarronsraLi. Do you wish to answer Senator Allott’s ques- 
tion as testified by Mr. Ferry that if the Air Force bought it from you 
people, they could only furnish it 3 times a week, whereas they can fur- 
nish it now 6 times a week, and it only costs them half of what they 
would have to pay to you ¢ 

Mr. Hissen. We have proven at Camp Lejeune, and Cherry Point, 
and the Army over in Hawaii—that the cost of making ice cream is 
higher than we can furnish it. We have the figures. That is, if you 
include the taxes that we pay. 

Now I cannot answer as to their budget; I do not know what their 
budget is, but we have many installations that are serving ice cream 
more than three times a week in the messhalls. 

Furthermore, there is one thing that is overlooked tremendously. 
When you buy ice cream mix, you are buying unflavored mix, maybe 
with a little vanilla in it. The best thing I heard the gentleman say 
is he wanted to get some variety for the students at the Academy. The 
variety comes through flavor, and the flavor department is more im- 
portant to us than the mix department. And for the Air Force to 
give a variety of flavors, other than vanilla, would require extra equip- 
ment for their chocolate, for their fruits, for their nuts. In other 
words, we could give them at least 10 or 12 different flavors throughout 
the season, where the Air Force would be confined, maybe in a setup 
like that, to vanilla, chocolate and strawberry. 

Senator Satronstatu. Thank you, sir. 

Mr. Ferry? 

Mr. Ferry. Yes. I would like to amplify my statement in answer 
to several of the questions raised by my friends to the rear, here. 

In the first place, I feel it would be an unnecessary worry to fret 
about the sanitary conditions of the Air Force Academy. The prepara- 
tion of food will be under the supervision of very competent medical 
people, and I feel certain we should be able to care for it without any 
serious difficulty. 

Secondly, normally we are following commercial practice, any large 
hotel, such as the Statler, the Shoreham, any of the large hotels here 
in Washington prepare their own ice cream. 

As a matter of interest I checked that with the manager of the 
Shoreham this morning, and he said in the many years of experience 
he had put in the food business, it was customary and normal for 
large dining establishments to freeze their own ice cream as we pro- 
pose to do at the Air Academy. In other words, what we are proposing 
is completely in accord with normal practice for a large dining estab- 
lishment. 

Senator Sarronstati. Now, Mr. Hibben. 

Mr. Hipsen. I am the gentleman in the rear. I was in the Army 
fora few years. I was up front as wellasthe rear. 

The gentleman is right. The Statler and Shoreham have their own 
facilities, and you go over there, and they will have chocolate or straw- 
berry. You will find that when you go to a big banquet there, they 
are buying icecream from us. You w ill find that the Sheraton-Carlton 
Hotel, the Washington, and a number of other of the large hotels in 
the past few years, in fact hundreds of hotels in the past few years 
have quit manufacturing their own ice cream because of high cost 
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and high taxes. We are selling more hotels in the United States now 
than any other year in the history of the industry. 

Senator SavronstTatL. Thank you, Mr. Hibben. 

(Following is a letter subsequently submitted by Mr. Hibben re- 
ferring to certain statements made by Mr. Ferry.) 


EXHIBIT 7 


INTERNATIONAL ASSOCIATION OF ICE CREAM MANUFACTURERS, 
Washington 6, D. C., May 31, 1957. 
Hon. EDWARD J. THYE, 
United States Senate, Washington, D.C. 

DeaR Sir: We appreciate the courtesies extended to the 3 witnesses from 
the ice cream industry at your hearing on May 22 

At the close of the hearing Senator Saltonstall suggested that Mr. Ferry and 
his associates have a conference with the baking and ice cream industries in 
regard to the Academy installing a baking and ice cream manufacturing depart- 
ment. 

At this conference Mr. Ferry brought out the fact that in the mess budget for 
the 2,600 cadets, $700 per week was allowed for ice cream, and he stated they 
needed this equipment to furnish sufficient ice cream for the cadets. 

I have checked with my members in Colorado, and find that ice cream is being 
furnished the Armed Forces in Colorado at $1.84 per gallon. This is lower than 
the prevailing wholesale price, but consideration is given to our members, when 
making bids to the Armed Forces, that there are reduced costs in delivery, mer- 
chandising, and credit. 

This ice cream at $1.34 a gallon is packaged 82 slices to the gallon. With the 
budget of $700 a week at $1.54 a gallon, the Air Force Academy could purchase 
sufficient ice cream so that each cadet would receive 6.429 slices per week. In 
ther words, a normal serving of ice cream could be served practically daily to 
the cadets. 

Mr. Ferry states that ice cream is a great morale builder in the Armed Forces. 
We agree with him on this point, and we believe this can be carried out better 
by the Academy purchasing the ice cream from the Colorado ice cream industry. 
This premise was developed by the three witnesses representing the ice cream 
industry at the hearing. 

The trend in the Armed Forces is toward abandoning the manufacture of ice 
ream, and purchasing from the wholesale ice cream manufacturers. For the 
Academy to install this ice cream department in its kitchen reverses this trend. 

We hope that the administration's policy to get Government out of competition 

ith private business will prevail and this ice cream project at the Air Force 
Academy will be abandoned. 

Very truly yours, 





Rospert C. HIBREN. 

Senator SaLtronstTaLt. Now, if we have completed the ice cream, 

emporarily, anyway, let’s turn to the bakers. 

As I understand it, no bread will be baked at the Ac ademy but hot 
bread, hot cornbread, and biscuits and that sort of thing will be made 
here. 

Now, Mr. Creed, what do you say to that ? 

Mr. Creep. We think the statement by Mr. Ferry is fine as far as it 
goes, but it is a modification of what Colonel Noonan had previously 
—, namely, that only biscuits and rolls were to be baked at the 

ademy. Mr. Ferry indicated that sweet goods and pies would be 
ked in the Academy bakery, if I heard his testimony correctly. 

W e see no reason why they cannot purchase those products from 

i] bakeries, of which there are several, which make very good prod- 
cts in the sweet goods line. 
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Mr. Ferry says they have eliminated the equipment which is neces- 
sary for the breadbaking. 

On the other hand, if they purchased all this equipment for their 
specified purpose, how do we know what equipment they are eliminat- 
ing or keeping? They may very well keep the wrong equipment and 
let, go of that which is necessary. 

We think a list of the equipment should be reviewed, so that at least 
this committee should know that they have in fact eliminated all the 
equipment that would be used for commercial-type baking. 

Mr. Ferry. Mr. Chairman, I detect a slight air of skepticism behind 
me. We will be very glad to furnish such a list to the committee. 
(See exhibit 8, p. 82.) 

Senator Satronstau. In other words, you will be willing to turn 
in to the committee a list of the equipment that you keep ¢ 

Mr. Ferry. The equipment that we cancel, sir. 

Senator Sauronsraty. Now, Senator Allott, have you any more 
questions ? 

Senator Atxorr. I would like to go back just a moment. 

Before you came in, Mr. Chairman, there was testimony here that 
the dairies in Colorado Springs were selling ice cream through ordi- 
nary commercial channels at $1.79. Was that the figure / 

Mr. Duntap. $1.78, Senator. 

Senator Attorr. And that they were selling this same mix to the 
Federal Government 

Mr. Duntar. Not mix, Senator; ice cream. 

Senator Atxorr. Ice cream, I mean, at $1.52. 

Now, since this discrepancy has come up between the Air Force's 
testimony and our people, I would like to ask this question. I would 
like to ask Mr. Ferry if he has considered, in this half price that he 
thinks the Air Force can furnish ice cream—whether he has considered 
the fact that the Government is going to have an investment, a capita! 
investment, in this equipment; whether he has figured that he will 
have to have labor each day to take care of it; that he will have to 
have electric power to operate it? I would like to know if he took all 
those things into consideration. 

Mr. Ferry. I have to answer your question first by saying that the 
price that we have estimated we can produce ice cream for does not 
include taxes or fixed charges upon the equipment. It does, however. 
include the cost of labor that we think would be assigned to it. 

Senator Atiorr. May I interrupt you’ Even if you do not include 
it—and I know we are not going to tax the Federal Government or its 
agency—nevertheless the Federal Government does have to make an 
investment in this equipment. 

Mr. Ferry. May I check ¢ 

The cost of the ice cream equipment is $23,000. If you take that and 
give it a 20-year life, which is a 5 percent depreciation on a straight 
line basis a year, that is $1,100 a year to depreciate that, to wipe it off 
the books over the course of the life. 

Senator Attorr. Now, what is your depreciation on this equip- 
ment? About 10 percent straight / 

Mr. Ferry. Ten percent straight. In that case it would be $2,100 a 
year to wipe it off on a straight line depreciation basis: which, spread 
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over 200 gallons a day for 52 weeks, for, say, 360 days a year, would 
add 5 cents a gallon maximum to the estimated cost of producing ice 
cream at the Academy. Those are very rapid calculations, sir. 

Mr. Duntap. I would like to offer this, too: that the two 10-gallon 
freezers would be operating about 2 hours a day. Is that a . good 
investment ? 

Senator Satronsrauu. Thank you, sir. 

Senator Allott, any other questions ? 

Senator Atrorr. I would like to ask this one question of Mr. Ferry. 

What, specifically, is the commercial-type equipment in the baking 
that is to be eliminated ? 

Mr. Ferry. I am going to ask Colonel Jones, here, to give you that 
information, sir. I am not familiar with the details. 

Senator Satronstauy. Mr. Ferry, are you through ¢ 

Mr. Ferry. Yes, sir. 

Senator Sarronsraty. Are there any Congressmen from Colorado 
interested in anything more on this? 

Now, with regard to Mr. Hibben and Mr. Long and you gentlemen, 
what the acting chairman would suggest is that we close the formal 
part of the record with the exception of permitting the Air Force to 
put into the record a statement of the equipment that they are going to 
sell or get rid of or cancel. 

Mr. Ferry. We will be glad to add this immediately in the record. 

Senator Sattonstauu. The Chair was going to make this additional 
statement: that while the formal part of this hearing is closed or will 
be closed, the Chair suggests that you gentlemen from Colorado sit 
down with the Air Force gentlemen around this table, have a further 
discussion, and then, Mr. Ferry, if you could add to the statement of 
the equipment that you are going to cancel any other suggestions or 
any other commitments that you can make, as a result of your conver- 

sations and as a result of this hearing, the committee will then get that 
report and make its determination, after getting the final report from 
the Air Force, which will put in writing firmly what equipment you 
are going to cancel, what you are going to m: ike, and what you are not 
going to m: ike on the premises of the Air Force Academy. 

Is that clear? 

Mr. Ferry. Very clear, sir. 

Mr. Creep. Senator $ Saltonstall, could we also request that an answer 
to the question be included in the record as to why the Academy feels 
it necessary to bake products other than bread ? 

Senator Satronsta.u. Pies and cakes? 

Mr. Creep. Pies and cakes; and why they cannot purchase them 
from commercial bakeries. 

Mr. Ferry. I merely would have to answer, sir, that we are follow- 
ing known commercial practice of any large dining place who do their 
own baking of pies, pastries, hot breads, and so on. It is normal 
procedure. 

(Following is a letter dated June 3, 1957, from Mr. John M. Ferry 
supplying additional information requested by the committee :) 
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ExuIeit 8 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, June 3, 1957. 
Hon. Epwarp J. THYE, 
Chairman, Subcommittee on Government Relations With Business, 
Select Committee on Small Business, United States Senate. 


DEAR Mr. CHAIRMAN: In the hearing on May 22, 1957, by your subcommittee 
on the Air Force plans to install ice cream and baking equipment in the Air Force 
cadet dining kitchen, a report was requested stating those items which will be 
canceled in accordance with the Air Force decision to eliminate standby loaf- 
bread baking equipment and our plans in the operation of the cadet kitchen. 

As you are aware, bakery equipment initially planned for the cadet kitcher 
included certain items for making loaf bread on a standby basis in event of 
strike or some other situation curtailing commercial capacities. Based upon our 
review, the Air Force has decided to eliminate this standby loaf-bread equipment 
and we state categorically that no loaf bread will be baked at the Air Forces 
Academy. Accordingly, all such equipment will be eliminated from our plan. A 
preliminary review of the equipment items affected by this decision indicate 
that equipment identified as bread slicer and wrapper, bread dump rack, rounder 
and cross-grain molder will be canceled from our requirements. 

The equipment to be installed in the cadet kitchen will include a machine hav- 
ing a freezing capacity of approximately 20 gallons per hour and baking facilities 
sufficient to feed the cadets pies, cakes, cookies, puddings, hot rolls, biscuits, 
corn bread, and like items. As indicated by the Air Force in its presentatio: 
to your committee, the ice cream, pastries, and specialty breads produced by the 
cadet kitchen will be used exclusively to feed the cadets and others authorized t 
dine in the cadet dining hall. All other requirements for these items at the Ait 
Force Academy will be obtained from commercial sources. 

In regard to the baking facilities which will be used to provide the cadets with 
pastry items, I am enclosing a list of this equipment.’ These items, together with 
the ice cream machine, are being purchased under a subcontract to the prime con- 
struction contract. After the elimination of the standby loaf-bread baking 
equipment, the amount of this subcontract will be approximately $381,000. The 
baking facilities will represent approximately $95,000 of this total figure. 

As you may know, the cadet dining hall is unique in its operation in that 2.600 
cadets will be fed simultaneously 3 times a day, family style, each time within 
a half-hour period. This is necessary to meet the strict schedule established fon 
the cadet life. It is the Air Force position that the planned baking facilities are 
organic to the operation of a large kitchen for this type of dining hall operation 

As requested, we continued informal discussions with the representatives fron 
baking and ice cream associations following completion of the formal hearing 
I felt that this meeting was beneficial and that it provided an excellent means 
for eliminating the misunderstandings which have arisen concerning the Ai 
Force plans in this matter. It was my impression that these discussions definitely 
cleared the air and will assist us in our future relations with these people. 

I sincerely appreciated the opportunity of presenting the Air Force views 
this matter to you and your committee. It is my feeling that this entire matte 
resulted from erroneous reports on our plans for the cadets’ kitchen, and I hope 
that my discussions on the true scope of our activities will serve to eliminate thes: 
misunderstandings. I trust that the information presented to you at the hearing 
and in the report will satisfy your inquiry into this matter and the concern of 
private industry. In the event you desire any further information I shall ! 
happy to furnish it. 

Sincerely yours, 
JOHN M. Ferry, 
Special Assistant for Installations. 


Se 


1Enclosure follows. 
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Cadet dining kitchen baking equipment 


Item Quan- Price Manufacturer 
tity | 


Flour outfit __- ‘ 
Dough mixer 

Water meter. 
Fermentation room 
Water conditioning 
Dough troughs 

Trough hoist 

Automatic dough divider 
Automatic overhead proofer 
Proof box 

Revolving tray ovens 
Cake flour sifter 
Doughnut machine 

Roll divider and rounder 
Sweet dough sheeter- 
Cookie dropper 

Pan cleaning and greasing 
Pie dough divider 

Pie dough roller 

Fruit pie trimmer and rimmer 
Cake depositor 

80 gallon kettle 

Pot washing machine 
Bakers stove 

Electric mixer (140-quart 


$2, 633.00 | Champion Machinery Co. 
| 4, 502.00 Do. 
} 503.00 | The Fred D. Pfening Co. 
| 5,922.00 | Anetsberger Bros., Inc. 
1,739.00 | The Triumph Manufacturing Co. 
| 3,426.00 | Union Steel Products Co. 
| 1,180.00 | Robbins & Myers, Inc. 
3, 171. 00 Champion Machinery Co. 
5, 774. 00 | Do. 
| 6,112.00 | Anetsberger Bros., Inc. 
10,910.00 | Baker’s Engineering & Equipment. 
500.00 | Read Standard Corp. 
6, 233.00 | Doughnut Corporation of America. 
1, 283.00 | Dutehess Baker’s Machine Co., Inc 
450.00 | Anetsberger Bros., Inc. 
974.00 | Champion Machinery Co. 
565.00 | Imperial Machine Co. 
672.00 | John A. Ward, Inc. 
1,725.00 | Colborne Manufacturing Co. 
1, 589. 00 Do. 
4,570.00 | Everedy Machine Co., Inc. 
1,779.60 | Green Manufacturing Co. 
5, 420.00 | Metalwash Machine Corp. 
100. 00 Vulecan-Hart Manufacturing Co., Inc. 
1 
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3, 230.00 | Hobart Manufacturing Co. 


NOTE Support items such as sinks and cabinets are not included in this list. 


Following is a letter dated June 3, 1957, from Joseph M. Creed, 
counsel for the American Bakers Association, referring to the testi- 
mony of Air Force representatives : 


EXHIBIT 9 


AMERICAN BAKERS ASSOCIATION, 
Washington, D. C., June 8, 1957. 
Senator Epwarp J. THYE, 
Chairman, Relations of Business With Government Subcommittee of the 
Senate Small Business Committee, Senate Office Building, Washing- 
ton, D.C. 


DeEAR SENATOR THYE: At the hearings on May 22 before your committee, wit- 
nesses for the Air Force testified that the Air Force Academy would purchase its 
bread from commercial bakers in the area but that it would bake its pies, cakes, 
and other sweet goods in the Academy kitchen. Previously in conversation with 
me, Col. Stephen Noonan had indicated the intention of the Air Force to bake 
only hot rolls and biscuits. 

It may be of interest to your committee to know that there are three firms in 
Denver which have facilities to produce pies in quantity and to deliver them 
to the Academy. Additionally, most of the companies listed in the record are 
equipped to supply cake to the Academy in whatever quantities desired by the 
Academy. Also in Denver there are five doughnut manufacturers, all of which 
can meet the requirements of the Academy. There are at least three plants in 
Colorado Springs and Pueblo which sell doughnuts. 

At the present time the Macklem Baking Company of Denver is supplying the 
Air Academy needs at their temporary quarters at Lowry Field. Also, this com- 
pany has been serving another bakery in Denver with its requirements of bread, 
doughnuts, cakes, and sweet rolls in large quantities—enough to fill the needs 
of at least 20,000 persons. This is in addition to their regular trade and service 
to the Air Academy. Still, this company is a long way from using its production 
capacity to the utmost. 

In the light of these facts there seems little justification for the installation 
in the Academy of expensive production equipment for doughnuts, cakes, and pies. 
We strongly urge that the Air Academy avail itself of the commercial facilities 
nearby to meet its needs for these products. 
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May I again take the opoprtunity to express our thanks to you for the courtesy 

and consideration you have extended to us in holding hearings on this matter. 
Sincerely, 
JOSEPH M. CREED, Counsel. 

Senator Satronstatu. And now if you gentlemen would be willing 
to sit around the table with these Air Force officers, perhaps you can 
make further arrangements that will be more satisfactory even than 
a formal hearing. 

The formal part of the hearing will close. 

Mr. Ferry, I hope you and the officers will stay here as long as you 
gentlemen care to discuss this matter. 

(Whereupon, at 11: 25a. m., the hearing was closed. ) 
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NATIONAL PAINT, VARNISH, AND LACQUER ASSOCIATION, 
Washington 5, D. C., April 17, 1957. 
Hon. Epwarp J. THYE, 
Chairman, Senate Small Business Subcommittee on 
Business Relations with Government, 
Senate Office Building, Washington 25, D. CO. 

My Dear SENATOR THYE: We are deeply grateful for the hearing you conducted 
Tuesday on Government competition with the paint industry. The record which 
you obtained clearly shows the Navy paint plants can be closed. It is also evi- 
dent that production in Navy paint plants has increased considerably. 

Navy testimony referred to haze gray, one of the paints manufactured by the 
Navy. I enclose a brief supplemental statement showing Navy procurement of 
exterior gray deck paints for Army depots. I trust you will include it in the 
transcript of the hearing. 

May I convey my sincere appreciation for your interest and assistance on 
behalf of small business. Messrs. Everett and Utley, two association members 
who testified, were greatly impressed with the manner in which you conducted 
the hearing and your grasp of the problems involved. 

Sincerely, 
DANIEL L. BOLAND, 
General Counsel. 


SUPPLEMENTAL STATEMENT OF NATIONAL PAINT, VARNISH, AND LACQUER 
ASSOCIATION, INC. 


The Navy has expressed doubt that the industry can produce the same type and 
quality paints made in its paint plants. This position conflicts with the time- 
honored performance of the paint, varnish, and lacquer industry in supplying 
paints and coatings of complicated formulation for special purpose use by the 
Army Ordnance Corps, Air Force, and other branches of the military service. 

articular mention has been made, from time to time, of haze gray, one of the 
products made by the Navy at its paint plants. Virtually every paint manufac- 
turer has produced a similar type of paint for general sale. It poses no great 
problem. 

Invitation for bid No. 155-(4)-1493—57, dated February 25, 1957, is an invita- 
tion to bid on exterior gray deck paint for Army depots. This calls for the 
same specification, and is the same product, as manufactured by the Navy. 

Invitations for bid No. 155(4)-—1646-57, dated March 14, 1957, and 155(4)- 
1746-57, dated March 26, 1957, call for red lead primer for Army installations. 
They are also identical with paints made by the Navy and call for compliance 
with the same specifications. 

The association knows of and has advised the Defense Department of approxi- 
mately 25 other bid invitations by the armed services for procurement of paints 
from private industry, all of which were to be manufactured according to the 
same specifications followed by the Navy in the production of the same paint 
at its own paint plants. I submit that these facts refute the statement that 
the industry is incapable of manufacturing the quality or quantity of paints 
desired by the Navy and supports completely the industry contention there is 
no sound basis for maintaining the Navy paint-making facilities. 

Respectfully submitted. 

DANIEL L. BOLAND, 
General Counsel. 
Dated April 17, 1957. 
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APPENDIX II 


RECAPITULATION OF THE ACTIVITIES OF THE DEPARTMENT OF DEFENSE IN 
CURTAILING OR DISCONTINUING COMMERCIAL-TYPE OPERATIONS, MARCH 29, 
1957 

KEY TO ATTACHED TABULATIONS 


Columns, grouping, and symbols used in the listing represent the following: 
Column 1—Military Department having jurisdiction over facility operation ; 
Column 2—Location of facility ; 

Column 3—Number of military personnel engaged in the operation at the time 
of review where available ; 

Column 4—Number of civilian personnel engaged in the operation at the time 
of review, where available. 

Column 5—Date facility operation was discontinued or is scheduled to be 
discontinued ; 

Group 1.—Facilities reported by the military departments as discontinued ; 

Group 2.—Facilities which are in process of discontinuance. The tentative 
date for discontinuance, as reported by the military departments, is shown under 
Column 5. 

Grou) 3.—Facility operations which have been recommended to be discon- 
tinued. Action to schedule termination is held in abeyance pending clearance 
by OSD. 

Group 4.—Facility operations which have been or are to be curtailed. The 
breakdown within this group conforms to the groups 1, 2 and 3 status, to show 
if curtailed, in process of curtailment, or if curtailment is to be scheduled, pending 
clearance by OSD. 

Symbols under Column 1: 

X—Facility discontinuance was submitted under Section 638, Public Law 157, 
84th Congress. 

*__Facility discontinuance approved under provisions of Section 638, Public 
Law 157, 84th Congress. 

(X)—Objection imposed to the discontinuance of facility operation under pro- 
visions of Section 638, Public Law 157, 84th Congress. 

(Facilities listed on pages 1 through 9, which are not marked by one of the 
symbols listed above, were reported by the military departments as not being 
subject to provisions of Section 638, Public Law 157, 84th Congress. 





Group 1.—Facilities reported by the military departments as discontinued 











Col. 1 | Col. 2 | Col.3 Col. 4 Col. 5 
Aluminum sweaters Group 1. (Approved Under or | 
Sec. 638 Not Involved) I: | 
N Naval Air Station, Jacksonville, Florida 2 | 1Jun55 
N Naval Air Station, Alameda, California 7 | 1Jun 55. 
Scrap metal baling Group 1. (Approved Under or Sec. 
638 Not Involved) I: 
ae Anniston Ordnance Depot, Anniston, Alabama 3 | 1Jul 55. 
A} Atlanta General Depot, Atlanta, Georgia 3 1 Sep 55. 
A | Sierra Ordnance Depot, Heriong, California, Group 1__|_- —— .| Dee. 54. 
A. ~4 Navajo Ordnance Depot, Flagstaff, Arizona, Group 1 | s 3 Nov. 1955. 
Incr I-2. 
A Tooele Ordnance Depot, Tooele, Utah Group |! = 3 | Apr. 1955. 
| Incr I-2. 
N Naval Supply Depot, Mechanicsburg, Pennsylvania dea 7 | 30 Sep 54 
aes Marine Corps Air Station, Cherry Point, North gs ...-----| 15 Jun 54. 
Carolina. | | 
N | Marine Corps Recruit Depot, Parris Island, South | 1 5 | 30Jun 54. 
| Carolina, 
N | Naval Air Station, Corpus Christi, Texas- | : : 1 Mar 55. 
N Naval Shipyard, Portsmouth, Virginia-_ - ; ; 5 | May 54. 
N Marine Corps Base Camp Lejeune, North Carolina 2 l 1 Apr 56. 
AF Wright-Patterson Air Force Base, Dayton, Ohio 2 | Oct. 54. 
| Logging and sawmills Group 1. (Approved Under or | 
Sec. 688 Not Involved) I: | 
Naval Ammunition Depot, Charleston, South |__..__..-- 1 | 1 May 54. 
| Carolina | 
Naval Mine Depot, Yorktown, Virginia } Pease 24 | 1Jun 54. 
Clothing reclamation shops Group1. (Approved Under 
|} or Sec. 638 Not Involved) I: 
as Forth Worth QM Depot, Fort Worth, Texas ; 50 | 31 Jan 55, 
N | Naval Air Station, Corpus Christi, Texas. _- ace) 2-088" 9 1620 | Mar. 55. 


| 
1 Man-hours. 
2 Year. 
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Group 1.—Facilities reported by the military departments as discontinued—Con. 


Col. 1 


~ 


Ar 


>> 


Pr Pr Pr Pr PP Pr 


A* 


oe le eee eae 


a, dea 








Col. 5 


| 31 Jan 55. 


20 Jun 55. 
2 Feb 57. 


28 Oct 54. 


31 Jan 57. 


Oct. 54. 


31 Dee. 54. 
1 Apr 55. 


10 Dec. 54, 
28 Feb 55. 
1 Apr 55. 


30 Apr 55. 
9 Jun 55. 


31 Mar 55. 
1 May 55. 


30 Jun 55, 
1 Jul 55. 

1 May 55. 
1 Apr. 55. 
30 Jun. 58 
30 Me f 
Mar. 55. 

1 Jun 55. 
Aug 55. 

1 Jul 56. 
15 Mar 55. 
1 Jul 56, 

1 Jul 56. 

1 Jun 56. 










20 Dee 54. 


1A pr 55. 
12 Jan 55. 


| 1 Feb 55. 


| | 
Col. 2 | Col.3 | Col. 4 
ee | — a — — | + ——— 
Furniture repair shops Group 1. (Approved Under or | 
Sec. 638 Not Involved) I: 
Fort Worth QM Depot, Fort Worth, Texas ; is 12 
Acetylene manufacturing Group 1. (Approved Under | 
or Sec. 688 Not Involved) IT: 
QM Training Command, Fort Lee, Virginia 2 
Long Beach Naval Shipyard, Long Beach, California, |- ee 1 
Auth. Dept. 2-2-56. 
Caustic soda manufacturing Group1l. (Approved Under | 
or Sec. 638 Not Involved) II: | | 
Muscle Shoals Chlorine Caustic Plant, Muscle Shoals, ccs z 
Alabama. 
Power plants 2-7: | 
Puget Sound Naval Shipyard, Bremerton, Wash- 
ington. 
Chlorine manufacturing Group1. (Approved Under or 
Sec. 638 Not Involved) IL: | 
Muscle Shoals Chlorine Caustic Plant, Muscle Shoals, | --.----.-.--|--------- 
Alabama. 
Automotive repair shops: 
Baltimore Signal Depot, Mid River, Md. A7I1-II " 
Tennessee Military District, Nashville, Tenn. |---.-------|--------- 
A95-II. 
Mississippi Military District, Jackson, Miss. A98_- - 
Augusta Arsenal, Augusta, Ga. A99-II 
Florida Military District, Jacksonville, Florida 
A109-II. 
Baton Rouge Engineering Depot, Baton Rouge, La ‘ 
A116-II 
Ft. Worth District Engineers, Ft. Worth, Texas aul 
A128-II. 
Ogden Arsenal, Ogden, Utah A177-II é 
Deseret Chemical Depot, Tooele, Utah A179-II ‘ 
Automotive repair shops Group1l. (Approved Under or 
Sec. 638 Not Involved) 2: 
Camp Kilmer, New Jersey A4l 2 47 
Fort Benjamin Harrison, Indiana A135 5 21 
Maryland Military District, Maryland A70_--- y 13 
Fort Carson, Colorado A165 20 
Casad Engineer Depot, Indiana A136 4 
Fitzsimons Army Hospital, Colorado A166 44) 8} 
Murphy Army Hospital, Massachusetts A29 2 7 
Oregon Military District, Oregon A167 1 7h 
New Orleans Army Terminal, Louisiana A118 7 
Fort Jackson, South Carolina A93 38 
Damp Detrick, Maryland A69 16 
Camp Drum, New York A32 25 2 
Fort Holabird, Maryland A72 2 12 
Fort Jay, New York A34 7 16 
Fort Slocum, New York A3l 2 5 
Fort Wadsworth, New York A8& 4 
Fort Crowder, Missouri A163 3 6 
Carlisle Barracks, Pennsylvania A455 ] x 
Naval Hospital, Carona, California N145 3 
Naval Receiving Station, Anacostia, D.C. N5 
Naval Hospital, San Diego, California N59 
Naval Hospital, Memphis, Tennessee N60 
Navy Electronics Laboratory, San Diego, California 7 
N69. | 
Naval Station, Long Beach, California N73 17 
Special Devices Center, Sands Point, Port Washing- 3 
ton, N. Y. N122. 
Naval Supply Depot (Fuel Branch, Manchester) 1 
Seattle, Wash N173. 
Naval Supply Depot (Storage Branch, Tacoma 1 
Seattle, Wash. N177. 
Naval Hospital, Chelsea, Massachusetts N142 
Naval Hospitals, St. Albans, Long Island, New York 
N143. 
Naval Underwater Sound Laboratory, New London, 4 
Connecticut N65. 
U. S. Naval Medical Center, Bethesda, Maryland 
N2. 
Naval Hospital, Philadelphia, Pennsylvania N144 : 
Naval Ordnance Plant, South Charleston, West Vir- 3 
ginia. N136 
Naval Hospital, Portsmouth, Virginia N146 Z 
Naval Ammunition Depot, Fort Mifflin, Philadel- 4 


am 44 & 


7 


phia, Pennsylvania. N92. 
District Public Works Office, 12th ND, San Bruno, 
California N131. 


1 Jul 54, 


1 Nov 54. 


| 1 Apr 55. 


30 Jun 55. 
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Col. 1 
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N 
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Col. 2 


Col. 3 


Col. 4 


Col. 5 





Automotive repair shops ete—Continued 


Naval Supply Depot, Newport, Rhode Island N112--|- 


n 


Naval Supply Depot San Pedro, California N139_...}...--._-__| 


Naval Ordnance Test Station, China Lake, Pasadena, 
California N109. 
Naval Air Facility, Weeksville, Elizabeth City, 
North Carolina N36. 
Telephone systems Group 1: 
oe Shelton, Mason County, Washington Group 1 
y114. 
Mare Island Naval Shipyard, Vallejo, Calif. N228.._- 
Dry cleaning plants Group 1. (Approved Under or 
Sec. 638 Not Involved): 
Dry Cleaning, Fort Benning, Georgia. 
Dry Cleaning, Fort Sill, Oklahoma_____- 
Tire retreading activities Group 1. (Approv ed Under or 
Sec. 638 Not Involved) 2: 
Naval Gun Factory, Washington, D. C 
Cement mixing plants Group 1. (Approved Under or 
Sec. 638 Not Involved) IT: 
Naval Air Station, North Island, California__--- 
Naval Air Station, Corpus Christi, Texas_ 
Naval Station, San Diego, California 
Naval Air Station, Jacksonville, Florida 
Naval Air Station, Pensacola, Florida 


Mine Countermeasures Station, Panama City, Florida. 


Marine Corps Supply Forwarding Ann., Portsmouth, 


a. 
MarCorps Recruit Depot, Parris Island, South Car- 
olina. 


| 





Cobbler shops Group 1. (Approved Under or Sec. 638 | 


Not Involved) 2-7: 
Ft. Dix, Trenton, N.J. Al-II__. 
Parks Air Force Base, California 
Castle Air Force Base, ‘California 


Great Falls Air Force Base, pene ee ct 


Lockbourne Air Force Base, Columbus, Ohio- 
Mountain Home Air Force Base, Idaho 
Perrin Air Force Base, Texas_-__---....--...--- 
Sewart Air Force Base, Tennessee____- 

Larson Air Force Base, W re 


Gary Air Force Base, Texas ie meal 


WwW arren Alr Force Base, Wy oming- ea 


Lowey Air Sores Bs Ase, Colorado 
Eglin Air Force Base, Florida 
Fairchild Air Force Base, Spokane, Washington 
McChord Air Force Base, Tacoma, Washington -- 
Travis Air Force Base, California- 
Ice plants Group 1. (Approved Under or Sec. 638 Not 
Involved) 2-7: 
Fort Knox, Fort Knox, Kentucky... -- 
Fort Benning, Fort Benning, Georgia 
Fort Sill, Fort Sill, Oklahoma__ 
Fitzsimons Army Hospital, Denver, C olorado-- 
Naval Air Station, Brunsw ick, Maine 
Marine Corps Air Station, C herry Point, North Car- 
olina. 
Naval Proving Grounds, Dahlgren, Virginia_-__--..--- 
Naval Supply Center, Norfolk, Virginia __ 
Plastic laminating operations Group 1. (Approved 
Under or Sec. 638 Not Involved) 3: 
U.S. Army Exhibit Unit, Cameron Station, Virginia-- 
Ice cream manufacturing Group 1. (Approved Under 
or Sec. 638 Not Involved) 1-7: 
Marine Corps Recruit Depot, Parris Island, 8S. C_-- 
Marine Corps Base, Camp Pendleton, California 
Marine Corps Base, Camp Lejeune, North Carolina- 
Ft Shafter, T. H.-VII_.-_.--- 


Office equipment repair shops Group 1 ~ (Approved under | 


or See 638 Not Involved) 2-7: 
New York Naval Shipy: ard, Brooklyn, New York 


Navy Department Service Center, Arlington, Vi irginia} 


Naval Air Station, Key West, Florida_.__ 

ete Air Station, Moffet Field, California_- 
Naval Air Station, Seattle, Washington od 

Marine Corps Air Station, Miami, Florida-- 

Naval Finance Center, Cleveland, Ohio 

Naval Hospital, Philadelphia, Pennsylvania-. 


MARCORPS mutunee De aed Philadelphia, Penn- | 


sylvania__- 


hours per years. 


10 
gy 


-| 8 


to 
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ist quarter, 
fiscal year 
1955. 

30 Nov 55. 

Sep 54. 


30 Mar 56. 


17 Aug 56. 


30 Jun 55, 


| 30 Apr 56. 


19 May 53. 


Nov. 54. 


| Nov. 55. 


5 Jan. 55 
17 Dec. 54, 
1 Dec. 54 
30 Jun, 54, 
1 Jun. 55 

1 Apr. 55. 


18 Apr. 55 


3 Aug. 55. 

25 Apr, 55. 
30 Jun, 54 

19 Jun, 54, 
30 Jun, 54. 
21 May 54 
31 Dee. 54. 
31 Mar. 55. 
31 Jul. 55. 

10 Feb. 56. 
20 Feb. 56. 
10 Feb, 56. 
30 Jun, 55. 
29 Feb. 56. 
2 Mar. 56 

15 Mar. 56. 
24 Feb. 56. 


1 Jun, 55. 


1 Jul. 55. 
1 Oct. 
30 Apr. 55. 
Oct. 54, 

12 Nov. 54 





8 Nov. 54 
31 Mar. 55, 


14 Dec, 54 


15 Mar. 56. 
31 Mar. 56. 
28 Feb. 56. 


29 Apr 55, 
1 Apr 55, 
1 Jun 55 

15 Jun 55. 
30 Jun 55, 
15 Jun 55, 
15 Jun 55, 
4 Nov 54, 


30 Jun 55, 
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Col. 2 





Office equipme nt repair shops etc.—Continued 

MARCORPS Supply Fwd. Annex, San ra 
California oi 

Headquarters, USMC, Washington, D C_...__---- 

U S Naval Hospital, ‘Oakland, California. - 

MSTS, Brooklyn, New York. 

U 8 Naval Stations, Long Beach, California. . 

U S Naval Station, Key West, Florida 

U S$ Naval Station, Treasure island, San Francisco, 
California _---- 

Naval Aviation Supply Depot, Philadelphia, Penn- 
sylvania 

Naval Supply Center, Norfolk, Virginia i 

Naval Supply Center, Oakland, California- - -- 

Naval Ammunition Depot, Bangor, Washington 

Naval Ammunition Depot, Mare Island, California 

Naval Powder Factory, Indian Head, Maryland 

Naval Magazine, Port Chicago, California. -- 

Naval Torpedo Station, Keyport, Washington. 

U S Naval Training Center, Bainbridge, Maryland._ 

U S Naval Training Center, Great Lakes, Illinois 

Special Devices Center, Sands Point, Port Wash, 
Long Island, N Y 

Naval Hospital, Portsmouth, Virginia- - - - 

District Public Works Office, 12th ND, San Bruno, 
California 

U S$ Naval Construction Battalion Center, Port 
Hueneme, Calif 

Naval Underwater Ordnance Station, Newport, Rhode 
Island 

Naval Supply Depot, Mechanicsburg, Pennsylvania 

Naval Supply Depot, Scotia, New York. .. ; 

Naval Supply Depot, Deeenee, New Jersey. - 

Naval Supply Depot, Spokane, Washington. 

Naval Supply Depot, ( learfield), Ogden, U a 

Naval Supply Activities, Brooklyn, New York. -.-.. 

Naval Hospital, San Diego, California. - -- 

Norfolk Naval Shipyard, Eenaee Virginia_ - 

District Public Works Office, San Diego, California 

Portsmouth Naval Shipyard, Ports, New Hampshire 

Long Beach Naval Shipyard, Long Beach, California. 

Puget Sound Naval Shipyard, Bremerton, Washington- 

Mare Island Naval Shipyard, Vallejo, California 

Naval Air Material Center, Philadelphia, Pennsyl- 
vania. 

Wood — Group 1. (Approved Under or Sec. 638 
Not Involved) 6: 

Marine Corps Clothing Depot, Philadelphia, Penn- 

sylvania 


| Leather goods Group 1. (Approved Under or Sec. 638 Not 


Involved) 6: 
Jeffersonville Quartermaster Depot, Indiana 
Sheet metal work Group 1. (Approved Under or Sec. 638 
Not Involved) 6: 
Marine Corps Clothing Depot, Philadelphia, Penn- 
sylvania 
Paperboard boxes Group 1. (Approved Under or Sec. 638 
Not Involved) 6: 
Naval Supply Depot San Pedro, California - - 
Quartz crysts al f fabrication Group 1 6: 
Pearl Harbor Naval Shipyard, Pearl Harbor, T. H_-- 
Surgical and medical instruments and supplies Group 1 3: 
3450th USAF Hospital, F. E. Warren AFB, Wyom- 
ing, Auth. dept. 6-7-56. 
Office equipment repair shops Group 1. (Approved Under 
or Sec. 638 Not Involved) 2-7: 
Baltimore Signal Depot, Mid River, Md. A11-II 
Deseret Chemical Depot, Tooele, Utah A70-II 
Philadelphia Naval Shipyard, Philadelphia, Penn- 
setae ania, Auth. dept. 6-7-56. 
Naval Supply Center (FSD, Point Molate, Oakland, 
California). 
sanen Naval Shipyard, Boston, Massachusetts 
Naval Air Development Center, Johnsville, Pennsyl- 
vania. 
Marine Corps Air Station, El Toro, California 
Naval Air Station, Alameda, California. ______- f 
San Francisco Naval Shipyard, San Francisco, Cali- 
fornia. 
Naval Air Station, Pensacola, Florida 
Brooks Air Force Base, Texas 
Hensley Field, Texas ot 
Perrin Air Force Base, Texas 
Laughlin Air Force Base, Texas 
Gary Air Force Base, Texas 





Col. 3 








Col. 4 


NWeODOLhH De wNRK yeh 


wwe K ww aarw 





Col. 5 





6 Mar 55, 
30 Jun 55, 
Nov 54, 

Nov 54. 
10 Jun 55, 
15 Apr 55, 


4 Apr 55. 


15 Jun 55. 
30 Apr 55, 
1 Jun 55, 

31 Jan 55, 

15 Jun 55. 
15 Mar 55. 
15 Jun 55. 
30 Jul 54, 

15 Jun 55, 
15 Jun 55, 


14 May 55. 
25 Feb 55, 
30 Jun 55. 


30 Jun 55. 
31 Dee 54, 


15 Jun 55, 
15 Jun 55, 
15 Jun 55. 
15 Jun 55. 
15 Jun 55, 
15 Jun 55. 
24 Nov 54. 
15 Jun 55. 
30 Jun 55. 
11 Jun 55. 
15 Jan 55. 
15 May 55. 
15 Jun 55. 
15 Jun 55. 


30 Jun 55. 


Fiscal year 55. 


30 Jun 55. 


Cal 55. 
20 Apr 55. 
15 Oct 1956, 


31 Dee 54. 
16 Dee 55, 
11 Oct 56. 


15 June 55. 


15 Jun 55. 
18 Apr 55, 


15 May 55. 
15 Jun 55. 
30 Jun 58. 


30 Apr 56. 
30 Jun 56. 
15 Apr 56. 
31 Dec 54. 
22 Jan 54. 
15 Jan 55. 
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AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
AF* 
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GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 


| 
Col. 3 Col. 4 


Col. 5 





Office equipment repair shops, etc.—Continued 
Craig Air Force Base, Alabama---................-..- 
Williams Air Force Base, Arizona._............._--- 
Mitchel Air Force Base, New York---.....-....----.--- 
Warren Air Force Base, Wyoming----...-....-.-.--.- 
Amarillo Air Force Base, Texas-_-_............-----.--- 
Chanute Air Force Base, Ilinois...................-.-- 
Keesler Air Force Base, Mississippi ---..-...-.-.-----.--- 
Parks Air Force Base, California__._...........-...-..- 
Lackland Air Force Base, Texas------.-.-..----- 
Memphis Municipal Airport, Tennessee - - - 
Sheppard Air Force Base, Texas ee Lieeiearies : 
Scott Air Force Base, Illinois_........--- bent td ashlee 
Luke Air Force Base, Arizoma..-...........-------.--- } 
| Bryan Air Force Base, Texas__.......---- ebiibdeanes | 
Tyndali Air Force Base, Florida--____..---- ; al 
Lowry Air Force Base, Colorado, Auth. dept. 2-2-56 
Laundries Group 1. (Approved Under or Sec. 638 Not 
Involved) 1-7: | 
QM Laundry, Camp Picket, Blackstone, Virginia | 


Col. 2 | 
| 
| 


Springs, Arkansas. 
QM Laundry, Camp Rucker, Alabama 
Naval Radiological Defense Laboratory, San Fran- | 
cisco, Calif. 
| Naval Shipyard, New York, New York (2 Laundries), 
} 1 Activity. 
Naval Shipyard, Philadelphia, Pennsylvania 
| Naval Shipyard, Long Beach, California 
Naval Shipyard, Mare Island, California 
| Naval Shipyard, Puget Sound, Bremerton, Washing- 
ton. 
Marine Barracks, U. S. Naval Base, Mare Island, 
California. 

Naval Ordnance Plant, Pocatello, Idaho 

Charleston Naval Shipyard, Charleston, South Caro- 
| lina. 
} Naval Air Station, Alameda, California (Rug, Fabric 
| & Dyeing). 
| Bakeries Group 1. (Approved Under or See. 638 Not 
| Involved) 1-7: 
| Garrison Bread Bakeries, Camp Kilmer, New Jersey 
| 
| 





Garrison Bread Bakeries, Camp Polk, Louisiana 
Garrison Bread Bakeries, Camp Pickett, Virginia 
Garrison Bread Bakeries, Camp Rucker, Alabama 
Garrison Bread Bakeries, Camp Stoneman, Cali- 
fornia. 
Garrison Bread Bakeries, Fort Belvoir, Virginia_ -- 
Garrison Bread Bakeries, Walter Reed AMC, Wash- 
ington, D. C. 
Garrison Bread Bakeries, Fort McClellan, Alabama 
Garrison Bread Bakeries, Fort Monmouth, New 
Jersey. 
Garrison Bread Bakeries, Fort McNair, Washington, 
D.C. 
| Fort McPherson, Georgia 
Camp Gordon, Georgia, Auth. dept. 6-7-56 
| Fort Sill, Oklahoma, Auth. dept. 6-7-56 
| Fort Carson, Colorado, Auth. dept. 6-7-56 
Fort Riley, Kansas, Auth. dept. 6-7-56 
Fort Ord, California, Auth. dept. 6-7-56 
Marine Corps Air Station, Cherry Point, North Caro- 
lina. 
Marine Corps Air Station, E] Toro, California 
| Selfridge Air Force Base, Mt. Clemens, Michigan 
| Sampson Air Force Base, Geneva, New York 
} Mitchel Air Force Base, Hempstead, L. I., New 
| York. 
| Wooden containers Group 1. (Approved Under or Sec. 
| 638 Not Involved) 6: 
| ore Military Reservation, Chambersburg, Pa. 
A24—VI. 
Naval Supply Depot, San Pedro, California | 
| Coffee roasting plants Group 1. (Approved under or 
Sec. 638 not involved) I: 
| Atlanta Genera] Depot, Atlanta, Georgia 
| Auburn General Depot, Auburn, Washington- 
| Naval Supply Center, Oakland, California 
Naval Supply Activity, New York, New York 
Canvas products Group 1. (Approved Under or Sec. 638 
Not Involved) 6: 
Jeffersonville Quartermaster Depot, Indiana 


| 


“scerceces | 


| 


ROO Oe 


| 


PhO 


QM Laundry, Army and Naval Hospital, Hot |_- 


to 


_ 
NR RH ORR SIO Re te 


8Y 
gy 


144 


9g 
10 
11 
14 


10 


17 
21 
24 
29 


| 
| 
| 
| 


4 Oct 54, 
Aug 54. 

1 Jan 56. 
29 Jun 56. 
29 Jun 56. 
29 Jun 56. 
29 Jun 56. 
29 Jun 56. 
29 Jun 56, 
25 Feb &6, 
29 Jun 56, 
29 Jun 56, 
29 Jun 56. 


} 29 Jun 5A, 
| 26 Jun 56. 


28 May 54. 


15 Jan 57. 


28 May 54. 


6 May 55. 


1 Mar. 55. 


12 Nov. 54 
2 Nov. 54. 
1 Apr. 55. 
31 Jan. 55. 
29 Oct. 54 
30 Oct. 54. 


30 Jan. 55. 


31 May 55. 
22 Apr. 55. 


1 Sep. 54. 


31 May 55. 
Ik May 54, 


30 Apr. 54, 
30 Jun. 54. 
Aug. 54. 


Mar. 53. 
31 Oct. 55. 


1 Nov. 55. 
1 Dee. 55. 


31 Dee. 5 


| 30 Apr. 56. 


20 Dec. 56 


15 Nov. 56. 
16 Nov. 56. 


31 Oct. 56 
31 Dee. 56. 
30 Jun 55. 
30 Jun. 55 
30 Apr. 54 
30 Jun. 55 
30 Apr. 54. 


1 May 56. 


Cal 55. 


7 Jun. 56. 


| 11 Jul. 56. 


30 Jun. 56. 
30 Jun. 56. 


30 Jun 55. 


— 
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Group 1.—Facilities negates by the rece departments as dtecentinnatie Gon. 





















Col. otf Col. 2 | Col. 3 Col. 4 Col. 5 
E Textile bags Group 1. (Approved Under or Sec. 638 Not 
Involved) 6: 
A Jeffersonville Quartermaster ment Indiana. - -. nadine ...| 31 Dee 54. 
| Fabricated metal products Group 1. (Approved U nder 
| or See. 638 Not Involved) 6: 
A } Mount Rainier Ordnance Depot, Washington. re ‘ wt tiad Cal 55, 
| Tree and garden nurseries Group 1. (Approved U nder or | 
| See. 638 Not Involved) 2-7 
N Puget Sound Naval Shipyard, Bremerton, Washing- | nel 2 1 Jun 55. 
ton. 
By? Norfolk Naval Shipyard, Portsmouth, Virginia [anes 1 431 1 Jun 55. 
N San Francisco Naval Shipyard, San Francisco, Cali- |-_- 1 1 Apr 55. 
fornia. 
N | Mare Island Naval Shipyard, Vallejo, California even 1 1 Apr 55. 
N | Philadelphia Naval Shipyard, Philadelphia, Pennsy}- | “e 1 1 Jun 55. 
vania. | 
N Naval Station, Long Beach, California 1 | 30 Jun 55. 
N U.S. Naval Station, Newport, Rhode Island_.-_.- 2 1 Jul 55. 
N Naval Ordnance Plant, Pocatello, Idaho 1 30 Jun 55. 
N U. 8. Naval Training Center, San Diego, California | 2 1 Jul 55. 
N Naval Station, San Diego, California. s | 1 Oct 5% 
N U.S. Naval Training Center, Great Lakes, Illinois | | 4 | 30Jun 55. 
N Portsmouth Naval Shipyard, Portsmouth, New | | .--| 29 Oct 54. 
Hampshire. | 
N New York Naval Shipyard, Brooklyn, New York-. | 11 May 55 
N U.S. Naval Station, New Orleans, Louisiana | 1 Apr 55. 
N Marine Corps Air Station, El Toro, California ; 1 | 1 Jul 55 
N | Marine Corps Air Station, Miami, Florida 10 | 3Jun 55. 
N Naval Ordnance Laboratory, White Oak, Maryland 11 | 30 Sep 54. 
N Naval Ammunition Depot, McAlester, Oklahoma | 30 Apr 55. 
N pv ival Supply Depot Mechanicsburg, Pennsylvania 12 | 1 Jul 55. 
N . 8. Naval Amphibious Base, Little Cree k, Virginia 1 Jan 56. 
N* Ni aval Air Station, Pensacola, Florida 1 31 Dee 55. 
N* Naval Station, Treasure Island, California ‘ 1 10 Aug 56. 
N* aval Air Station, Norfolk, Virginia ; ..| 1 Aug 56. 


1 Part time. 


Group 2.—Facilities which are in process of discontinuance 


Printing plants Groups 2 Special Review 


A* Army—Fort Jay, New York 65 2 | T230 Jun 56 
N* Marine Corps— Philadelphia, Pennsylvania 72 36 T 30 Jun 56, 
Office equipment repair Groups 2. To be Discontinued | 
(Approved Under or Sec. 638 Not Involved) 2-7: | 
3° Richmond Quartermaster Depot, Virginia, Auth dept 
6-7-56. 2 | T 31 Dee 56. 
A* Granite City Engineer Depot, Illinois, Auth dept 2 | T 31 Dec 56. 
6-7-56. | 
A* Decatur Signal Depot, Illinois, Auth dept 6-7-56 3 | T 31 Dee 56. 
A* Lordstown Ordnance Depot, Ohio, Auth dept 6-7-56 2 T 31 Dee 56. 
A* Fort Wayne, Michigan, Auth dept 6-7-56 8 T 31 Dec 56 
N Naval School, Naval Station, Norfolk, Virginia 3 
N* Naval Air Station, Corpus Christi, Texas, Auth dept 3 | T 1 Apr 56. 
2-2-56. | 
AF Stead Air Force Base, Nevada 3 
AF* Sampson Air Force Base, New York, Auth dept 2-2-56 8 2 | T 31 Dee 56. 
Cobbler shops Group 2. To Be Discontinued (Approved 
Under or Sec. 638 Not Involved) 2-7: | 
A* Fort Jackson, South Carolina, Auth dept 6-7-56 1 | T 31 Dee 56. 
A* Fort Carson, Colorado, Auth dept 6-7-56 2 | T 31 Dee 56. 
A* Fort Belvoir, Virginia, Auth dept 6-7-56 5 2 T 31 Dee:56. 
A*® Fort Knox, Kentucky, Auth dept 6-7-56 1 1 | T 31 Dee 56. 
AF Vance Air Force Base, Enid, Oklahoma, Group 3 0.5 | T 1 Dee 5. 
Telephone Exchange Group 2. To be Discontinued 5 
N Engineering Experiment Station, Annapolis, Md N237 2 
N | U.S. Né re Mine Defense Laboratory, Panama City, 75 
Florida, N 234. 
Tree and garden nurseries Group 2. To Be Discontinued | 
(Approved Under or Sec. 638 Not Involved) 2-7: 
N* Submarine Base, New London Connecticut, Auth ‘ T 31 Mar 56. 
dept 2-2-56. 
N* U.S. Naval Station, Key West, Florida 2 T 30 May 56. 
N* Charleston Naval Shipyard, Charleston, South Caro- 1 T 15 Mar 56. 
lina, Auth dept 2-2-56. | 


N* Public Works Center, U. 8. Naval Base, Norfolk, Vir- 1 T 1 Jul 56. 
ginia, Auth dept 2-2-56. | 


1 Part time. 
2“T’’ in this column indicates tentative or proposed date. 
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Group 2.—Facilities which are in process of discontinuance—Continued 


Col. 1 


N* 
N* 
AF* 
AF* 


N* 


Z 


5A* 
5A* 
5A* 
5A* 
5A* 
5A* 


5A* 
5A* 


5A* 


6A* 
6A* 


6A* 
6A* 
6A* 
6A* 
6A* 
6A* 
6A* 
6A* 





Col. 2 


Tree and garden nurseries, etc.—Continued 
Naval Ammunition Depot, Hingham, Massachusetts, 
Auth dept 6-756. 
Naval Supply Depot Clearfield, Ogden, Utah, Auth 
dept 6-7-56. 
Air Force Special Weapons Center, Kirtland AFB, 
New Mexico, Auth dept 2-2-56. 
Grandview Air Force Base, Missouri, Auth dept 6-7-56 
Cement mixing Group 2. To Be Discontinued (Approved 
Under or Sec. 638 Not Involved) 2: 
Naval Torpedo Station, Keyport, Washington, Auth 
dept 2-2-56. 
Wood preservation Group 2. To Be Discontinued (Sec- 
tion 638 Not Involved) 2: 
Marine Corps Base, Camp Lejeune, North Carolina_ - 
Laundries Group 2. To Be Discontinued (Section 638 Not 
Involved) 1-7: 
Naval Underwater Ordnance Station, Newport, 
Rhode Island. 
San Francisco Naval Shipyard, San Francisco, Cali- 
fornia. 
Automotive repair shops Group 2. To Be Discontinued 
(Section 638 Not Involved) 2-7: 
Texas Military District, Texas A 127__...-.-.--- 
Fort Sheridan, Dlinois A155, Auth. dept. 6-7-56-_---- 
Camp Breckinridge, Kentucky A76, Auth dept. 


6-7-56. 

Curtis Bay Storage Activity, Maryland A65, Auth. 
dept. 6-7-56. 

Army-Navy Hospital, Arkansas A112, Auth dept. 
6-7-56. 

Marion Engineer Depot, Ohio A50, Auth dept. 
6-7-56. 


Nebraska Military District, Nebraska A144, Auth. 
dept. 6-7-56. 

Schuylkill Arsenal, Pennsylvania A63, Auth. dept. 
6-7-56. 

Fort Miles, Delaware A54, Auth dept. 6-7-56-- - 


Mobile District, Chief of Engineers, Alabama A106, 
| 


Auth. dept. 6-7-56. 

Headquarters Fifth Army, Illinois A158, Auth. dept. 
6-7-56. 

Fort Monmouth, New Jersey A1, Auth. dept. 6-26-56_ 

Sacramento Signal Depot, California A190, Auth. 
dept. 6-26-56. 

Auburn General Depot, Washington A171, Auth. 
dept. 6-26-56. 

Detroit Ordnance District, Mighigan A139, Auth. 

dept. 6-26-56. 


Jeffersonville QM Depot, Indiana A134, Auth. dept. 


6-26-56. 


Col. 3 


| 





Decatur Signal Depot, Illinois A152, Auth dept. | 


6-26-56. 
Forth Worth QM Depot, Texas A126, Auth. dept. 
6-26-56. 


Lexington Signal Depot, Kentucky A73, Auth. dept. | 


6-26-56. 

Rossford Ordnance Depot, Ohio A5l, Auth. dept. 
6-26-56. 

Erie Ordnance Depot, Ohio A 15, Auth 6-26-56 


Louisville District C. E., Kentucky A75, Auth. dept. eee 


6-26-56. 


Lima Ordnance Depot, Ohio A52, Auth. dept. | 


6-26-56. 

Charleston Transportation Depot, 8. C. A9%4, Auth. 
dept. 6-26-56. 

Detroit Military District, Michigan A138, Auth. 
dept. 6-26-56. 

Washington Military District, Washington A168, Ft 
Lawton, Auth. dept. 6-26-56. 


Philadelphia QM Depot, Pennsylvania A58, Auth. 


dept. 6-26-56. 

Seattle District C. E., Washington A173, Auth. dept. 
6-26-56. 

Granite City District C. E., Illinois A153, Auth. 
dept. 6-26-56. 

Missouri Military District, Missouri A161, Auth. 
dept. 6-26-56. 

Naval Schools, Mine Warfare, Yorktown, Va. N1I14_-. 


| 


} 


| 


Naval Construction Battalion Center Gulfport, | 


Mississippi N134. 


1 Part time. 
2“T’ in this column indicates tentative or proposed date. 





Col. 4 


1/48 
2 


66 
10 


7% 


| T 31 Dee 56. 


Col. 5 


1 Sep 56. 


T231 Aug 56. 


T 1 Jun 56, 
30 Apr 58, 


T 1 Apr 56. 


7-9 Jun 56, 


T 31 Dec 56. 
T 31 Dec 56. 


T 31 Dee 56. 
T 31 Dec 56 
T 31 Dec 56. 
T 31 Dec 5. 
T 31 Dee 56, 


T 31 Dee 56. 
T 31 Dec 56. 


T 31 Dee 56. 


T 31 Dee 56. 
T 31 Dec 56. 


T 31 Dee 56. 
T 31 Dec 56. 
T 31 Dee 56. 
T 31 Dee 56. 
T 31 Dec 56. 
T 31 Dee 56. 
T 31 Dec 56, 


T 31 Dec 56. 
T 31 Dec 56. 
T 31 Dee 


56 
| T 31 Dee 56. 
56 


T 31 Dec 


| T 31 Dee 56. 


T 31 Dee 56. 


T 31 Dec 56. 


T 31 Dec 56, 
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Group 3.—Facility operations which have been recommended to be discontinued 














Column— 
| | 
(1) (2) (3) (4) (5) 
— - —---- _— ———-——— -— — — --—— | ~ ~~ - _ — 
| Photographic supplies and equipment—Group 3 Discon- 
tinuance Pending (Section 638 Applicable): 
5N(X) U §S Naval Shipyard, Philadelphia, Pennsylvania igs ‘“ 2 
5N(X) U S Naval Shipyard, Mare Island, Vallejo, California_| jive’ 1 
5N(X) Puget Sound Naval Shipyard, Bremerton, Washington_|____._. 2 
Automotive repair shops—Group 3 Discontinuance Pend- 
ing (Section 638 Applicable) 2-7: 
6A(X) Mount Rainier Ordnance Depot, Washington A170__|_.._-- 5 
A Schenectady General Depot, New York A37 ’ 21 
N Marine Corps Air Station, Miami, Florida N44 % 37 
N Naval Auxiliary Air Station, Sanford, Florida N169_.! ; 1l 
N | Naval Air Technical Training Center, Norman, , 8 
Oklahoma N46 
N | Naval Air Facility, Litehfield Park, Phoenix, Arizona | 1 9 
N161 
N | Naval Air Material Center, Philadelphia, Pennsyl- | 32}4 | 
vania N47 
N | Naval Air Station, Seattle, Washington—Group 3 6 6 
| N141 
N | Naval Auxiliary Air Station, Cabaniss Field, Corpus | 6 6 
| Christi, Tex. N154 
N | District Transportation Shop, Brooklyn, N. Y. |---------- 7 
N132-II-2 
N Naval Training Center, Great Lakes, U1] N120-IT._ _|.....-..-- 25 
Bakeries—Group 3 Discontinuance Pending (Section 638 | 
Applicable) 1-7: | 
A Camp Chaffee, Arkansas 1 11 | 
| Ropewalk—Group 3 Discontinuance Pending (Section | | 
638 Applicable) I: 
IN(X) Naval Shipyard, Boston, Massachusetts. -. Z 78 
Paint manufacturing—Group 3 Discontinuance Pending | 
(Section 638 Applicable) I: 
IN(X) Naval Shipyard, Mare Island, Vallejo, California... i i 52 
IN(X Naval Shipyard, Norfolk, Virginia. bahia’ 51 
Tree and garden nurseries—Group 3 Discontinuance 
Pending (Section 638 Applicable) 2-7: 
N Naval Ammunition Depot, Hastings, Nebraska ma 1} 
N Marine Corps Base, Camp Pendleton, California Wo epost 3.1 
N Marine Corps Recruit Depot, San Diego, California __} 1 0.02 | 
N Marine Corps Recruit Depot, Parris Island, South 1 3.4 
| Carolina | 
N Marine Corps Schools, Quantico, Virginia ssisbrtkd. lime atari 3 
a, Marine Corps Supply Center, Albany, Georgia. -.....|..-.-...--- 8 
N | Naval Gun Factory, Washington, DC __.-..__..-__|.2 lee. 1 
N Naval Ammunition Depot, Crane, Indiana II-13-- ~-----0--| 1 
AF | Travis Air Force Base, California. - , 11 
AF | McClellan Air Force Base, California- . | ieee 1] 
AF Robins Air Force Base, Georgia Bl ct 1] 
AF Hill Air Force Base, Utah ; So ssasd i) 
AF Tinker Air Force Base, Oklahoma. --. fabio dont ben hin xowehel 1 
AF | Brookley Air Force Base, Alabama ‘ anthiie 1 
AF | Hamilton Air Force Base, California. | 12 
AF | Eglin Air Force Base, Florida 2 
At Castle Air Force Base, California 1 
A} Andrews Air Force Base, Maryland I 
AF Langley Air Force Base, Virginia | 1 
AF | Wright-Patterson Air Force Base, Ohio-. . ‘ — 2 
AF | Carswell Air Force Base, Texas. - la 1 oe’ 
| Office equipment repair shops—Group 3. Discontinuance 
Pending (Section 638 Applicable) 2-7: 
A Philadelphia Quartermaster Depot, Pennsylvania — 6 
Telephone exchange—Group 3. Discontinuance Pending | 
| (Section 638 Applicable) 5: | 
A Army-Navy Hospital, Hot Springs, Ark. A5 N-N_. |---------- 1 
x Auburn General Depot, Auburn, Wash. A7 N-N_--|-------- ee 2 
A | Fort Banks, Vy Micron, DEG. BO IN oie con ci 4 bisoncmpoaslasteasacen 
A Beaver Army Terminal, Clatskanie, Oregon. All |..-----.-- 1 
N-N., 
A Benicia Arsenal, Benicia, Cal. A13 N-N-_--.---- el wabiuntionet 2% 
A | Carlisle Barracks, Carlisle, Pa. A20 N-N andililincainniatained 3 
A Charleston Transportation Depot, North Charleston, eee 1 
8.C, A22N-N., 
A | Chicago QM Depot, Chicago, Il. A23 N-N_- TE 3 
A | Columbus General Depot, Columbus, Ohio, A24 Y-Y-}_......--- 3 
a 4 Curtis Bay Storage Activity, Baltimore, Md. A26 |_.........]......-..- 
| Y-Y. 
A Ft. Douglas, Salt Lake City, Utah. A34 N-N 1 2 
A | Erie Ordnance Depot, Port Clinton, Ohio, A37N-N. |.....----- 2 
a A Fort Hamilton, Brooklyn, New York. A44 Y-Y_-.-- 3 1 
A | Fort Hancock, Highlands, New Jersey. A45 N-N_--|---------- ole xiii a 
A | Jeffersonville QM Depot, Jeffersonville, Ind. A57 |.......--- 2 
Y-Y. 








1 Part time. 
91141—57——-7 
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Group 3.—Facility operations which have been recommended to be 
discontinued—Continued 














j 
Col. 1 | Col. 2 Col.3 | Col. 4 Col. 5 
| Telephone exchange etc.—Continued 
a i — Military Reservation, Warren, Ohio. A73 |........_- | 2 | 
v-N. 
A Ft. Lawton, Seattle, Wash. A75 N-N-_.....-.-.---- 2 5 | 
A Ft. MacArthur, San Pedro, Cal. A76 N-N_..__-- 4 2 | 
A Ft. Mason, SFPOE, San Francisco, Cal. A77 N-N_. 1 7 | 
A Ft. Lesley J. McNair, Washington, D.C. A79 N-N_| 7 | 1 
A Ft. Myer, North Post, Arlington, Va. A86 N-N 7 fete eee 
A Mt. Rainier Ordnance Depot, Tacoma, Wash. A87 |____- 
N-N. | | 
A New Cumberland General Depot, New Cumberland, |____...__- 3 
Pa. A899 Y-Y. | 
A ah of San Francisco, San Francisco, Cal. A92 15 | 16 
A Raritan Arsenal, Metuchen, N. J. A95 N-N_.......}|.._-.....|- 3 
A Ft. Totten, Bayside, N. Y. A103 N-N--- hab ibeadmnaniem 3 
A Utah General Depot, Ogden, Utah. A107 N-N-_-__--.|/_-.__.___- 4 
A Ft. Williams, Portland, Maine. A113 N-N-_-__-_-- i a ee ee 
A | = Signal Depot, Sacramento, Cal. A124 {____-..__. 3 | 
sVwrIN. | 
’ San Jacinto Ordnance Depot, Channelview, Tex. |____...__- 1 
| A125 N-N. 
a | Branch U. 8. Disciplinary Barracks, Lompoc, Cal. |_____.____! 2 
| A138 N-N. } | 
A Army Language School, Presidio of Monterey, Cal. | 2 Poe leat 
Al142N-N. } 
Telephone exchange Group 3. Discontinuance Pending | 
(Section 638 Applicable) : | 
N | Naval Receiving Station, Washington, D.C. (Ana- |........../----..... 
costia) N45. 
N NAAS, Chase Field, Beeville, Texas. Grp3 N77_..|_...-----|_.-.------ 
N Fleet Sonar School, San Diego, Cal. Grp3 N41-_-_-. 2 | 0. 119) 
N |  FADTC, Virginia Beach, Dam Neck, Va. Group 3 |_...._---. nf ag oe 
N38. | | 
N NASD, Philadelphia, Pa. Group 3 N249_......----|_....2.._-- 0.10 | 
N NSD, Mechanicsburg, Pa. Group3. N250.......---).......--.| 0. 65 
N NTC, Bainbridge, Maryland N40 Group 3_--..----|_..._..__- 1 
N NSD, Scotia, N. Y. N248 Group 3__- See etl ca se teewe Se aaa 
N Naval Air Missile Test Ctr, Point Mugu, Calif. |_......_- 7 
Group 3 N96 (Dis.). | 
N Marine Corps Auxiliary Air Station, Beaufort, South 7 6 
Carolina N28. 
N Naval Air Station, New Orleans, La. N71 Group3 | nr | nr. 
N Naval Hospital, Oakland, California Group3 N146_|__________| 1 
N Naval Industrial Reserve Gear Plant, Lynn, Mass. Sah 
Group 3 N244. | 
N Shipyard Fuel Annex, East Boston, Mass. N280 |__...___|____ | 
Group 3. | 
mo Simpson Yard, East Boston, Mass. N241 Group 3__|_____- ie 
N Naval Radio Station, Cheltenham, Maryland N12 1 1 | 
N Naval Air Station, Moffett Field, California N279..-|_...._-- . 7 
N Naval Research Lab., Anacostia, D.C. N273____- . 05 2. 65 
N | Naval Research Lab., Chesapeake Bay Annex, Chesa- veh 1.35 
peake Beach, Md. N274. 
N Naval Air Station, Lakehurst, N. J. N53 ; 5 
N Naval Air Station, Anacostia, D.C. N&s coe 8 1.1 
N | Naval Air Station, Cecil Field, Fla. N65 ] 
N Naval Air Station, Alameda, Calif. N86 l 2.7 
N | Naval Auxiliary Air Station, Kingsville, Tex. N70 es ee eae 
N Naval Auxiliary Air Station, Cabanise Field, Texas |___.- -|oneesnon=e| 
N76. 
N Naval Base, Newport, Rhode Island N19 n. n.r. | 
N Naval Station, Treasure Island, San Francisco, Calif. 14 
N10. 
N Naval Air Station, Atlantic City, New Jersey N58 ; Sane aitiatineaiataeds 
N Naval Station, San Diego, Calif. Grp3 N&-V 6 zi 
N MC Auxiliary Air Station, Mojave, Calif. Grp 3 |... -.-. 1 
N&5-V. 
N NSD-Bayonne, N. J. N246-V ; 
N Naval Base, Norfolk, Va. N22-V a 3 
N So. Boston Annex, Navy Shipyd, Boston, Mass 
N283-V. 
N | peeves seomeenl. Bt. Albans N.Y. NIG) Vi... .-<.-2lnccesncocc|ooce-<acns 
N Naval Hospital, San Diego, Calif. N144 V.--...-...|---...-..-.|.--.-----.] 
N Naval Hospital, Corona, California N145 V-___- ee a a 
N National Naval Medical Center, Bethesda, Md. 1 6 | 
N147_ V. | 
N Naval Hospital, Beaufort, S.C. N138 V.._...---- Sr ie eters 
N NAS, Corpus Christi, Texas N72-V_--..--- ete eck acme aseismat 
N NAAS Rodd Field, Corpus Christi, Texas N73-V-_..|........-.|....---... 
N NAAS, | Cuddihy Field, Corpus Christi, Texas |_......-.- eae eel 


N75-V. ' 
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Telephone exchange ete.—Continued 

NAAS, Waldron Field, Corpus 
N74-V. 

NAS, Willow Grove, Pa. N59-V. 
MCAS, Miami, Florida N107-V 
NTC, Camp Elliott, San Diego, Calif., N42-V 
NSD, Clearfield, Ogden, Utah N257~-V. 

Telephone exchange Group 3 Discontinuance Pending 5 
MCRD, San Diego, California N35-V-. 


Christi, 


Naval Shipyard, Brooklyn, New York N222-V____- 


NAS, Chincoteague, Va. 

NTC, San Diego, Calif. N43-V__- 

Naval Radio Station, Imperial Be ach, Cal. N6-V 

Ni - al eo Station, Chollas Heights, San Diego, 

Cal. N7- ° 

Naval Shipyard, San Francisco, Cal., N226-V__. 

Navy Underwater Sound Lab., Ft Trumbull, 
London, Conn. N230-V. 

MCAS, E] Toro, Calif. N83-V-_--.-....-- 

MCAF, Santa Ana, Calif, N82-V.........--- 

NAAS, El Centro, Calif. N79-V 

NAAS, Ream Field, San Ysidro, Calif. ” N&84-V oe 

NAS, North Island, San Diego, Calif. N81-V_-.. 

NAB, Little Creek, Va. N39-V J 

HQ 11 ND, San Diego, Cal. N5-V eds “i 

s AAS Mayport, Fla. N285-V- 

Nav. Air Rocket Test Sta., Lake 
N.J. N657-V. 

+4 iv. Constr. Battalion Ctr, Gulfport, Miss. 

Naval Academy, Annapolis, Md. N46-V 

NOP, York, Pa. N166-V 

Naval Supply Center, Oakland, C: alif. 

Naval Supply Depot, Point Molate, 
Cal. N254-V. 

Naval Supply Center, Stockton, Annex, Cal. N256-V 

Naval Hospital, Portsmouth, Va. N142-V- ful: 

Naval Hospital, Philadelphia, Pa. N141- Wu 

Naval Air Technical Training Center, 
N68-V 

Naval Ordnance Plant, Forest Park, Il. 

Naval Station, Long Beach, Calif. N&eV 

Randolph & Ft. Sam Houston AFB (Tie Lines) § 
Antonio, Texas. F34. 

Bryan AFB, Bryan Texas. F33 

Goodfellow AFB, San Angelo, Texas. 

Ice plants Group 3: 
Schofield Barracks, T. H.-VII-.--- 
Elmendorf AF B, Alaska-VIT...-. 


Denmark, 


N253-V__. 


N175-V 


F32 


N62-V_ tales telateatiian aca cigalibics 


New 


Dover, 


N263-V_- 


Pt Richmond, 


Norman, Okla. 


San 











July 57. 
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Group 4.—Facility operations which have been or are to be curtailed 


Col. 2 


Paperboard boxes, Group 4-1: 


Naval Aviation Supply Depot, Phila., Pa. N4-VI 
Naval Supply Center, Pearl Harbor, T. H. N5-VI 
Naval Supply Depot, Mechanicsburg, Pa. N6-VI 
Naval Supply Depot, Seattle, Wash. N7-VI d 
Marine Corps Supply Center, Albany, Ga. N8-VI 
Marine Corps Base, Camp Lejeune, N.C. NVI 
Norfolk Naval Shipyard, Portsmouth, Va. N10-VI 
Mare Island Naval Shipyard, Vallejo, California. 
N11-VI. 
Naval Ordnance Plant, Indianapolis, Ind. N16-VI 
Naval Supply Center, Norfolk, Va. N12-VI 
Naval Supply Depot, Great Lakes, Illinois. N13-VI 
Naval Supply Facility, Brooklyn, N. Y. N15-VI 
Marine Corps Supply Center, Barstow, Calif. N17- 
VI 


Puget Sound Naval Shipyard, Bremerton, Washing- 
ington. N18-VI. 

Portsmouth Naval Shipyard, Portsmouth, N. H. 
N19-VI. 

Construction Bn Center, Port Hueneme, Calif. 
N20-VI. 

Naval Air Station, Alameda, California. N21-VI 


Wooden containers: 


Naval Air Station, Alameda, California. N21-VI 
NAD, Hawthorne, Nevada. N33-VI 

NOP, Forest Park, Illinois. N37-VI 

Naval Mine Depot, Yorktown, Va. N41-VI 

Naval Aviation Supply Depot, Phila., Pa. N4-VI__. 
Naval Supply Center, Pearl Harbor, T. H. N18-VI 
Naval Supply Depot, Mechanicsburg, Pa. N7-VI 
Naval Supply Depot, Scotia, N. Y. N9VI___. 
Naval Supply Depot, Great Lakes, Ill. N19-VI 
Naval Supply Depot, Seattle, Wash. N22-VI 
Marine Corps Supply Center, Albany, Ga. N12-VI 
Marine Corps Base, Camp Lejeune, N.C. N25-VI 
Naval Shipyard, Brooklyn, N. Y. N14-VI 

Naval Shipyard, Portsmouth, N. H. N28-VI 

David Taylor Model Basin, Carderock, Md. N26-VI 
Naval Shipyard, San Francisco, Calif. N16-VI _-.- 
Naval Ammunition Depot, Crane, Ind. N35-VI 
Naval Ordnance Plant, Indianapolis, Ind. N39-VI 
Naval Gun Factory, Washington, D.C. N43-VI 
Naval Supply Depot, Bayonne, N. J. N6-VI 


' 


Col.3 | Col. 4 


ACTION COMPLETED—GROUP IV.—1 





Col. 5 


3 Jan 5 
3 Jan 55 


3 Jan 
3 Jan 
3 Jan 


__| 3 Jan 


3 Jan 55. 


3 Jan 


3 Jan 
| 3 Jan 
3 Jan 


| 3 Jan 55. 
| 3Jan! 


3 Jan 


| 3 Jan 


| 3Jan 
3 Jan 
3 Jan 
3 Jan 
3 Jan 


3 Jan 
3 Jan 
3 Jan 
3 Jan 
3 Jan 


3 Jan! 


3 Jan 
3 Jan 


3 Jan 
3 Jan 
3 Jan 
3 Jan 


3 Jan 55 


3 Jan 55. 


3 Jan! 


3 Jan 55. 


55. 
55. 
55. 
55. 
oo 

55. 
55. 
55. 
55 

55. 


3 Jan 55. 





Naval Supply Center, Norfolk, Va. N5-VI 3 Jan 55. 
Naval Supply Depot, San Diego, Calif. N&-VI .-| 3 Jan 55. 
Naval Supply Depot, Spokane, Washington. N10-VI_| | --| 3 Jan 55 
Naval Supply Depot, Newport, R. I. N20-VI | | 3 Jan 55 
| Naval Supply Facility, Brooklyn, N. Y. N23-VI | 3 Jan 55 
MC Supply Center, Barstow, Calif. N11-VI__- | 3 Jan 55. 
MC Supply Forwarding Annex, San Francisco, Calif. -| 3 Jan 55 
N24-VI. 
Wooden containers Group 4-1: 
a Naval Shipyard, Boston, Mass. N13—VI_-..- : : | 3 Jan 55 
a Mare Island Naval Shipyard, Vallejo, Calif. N15—VI_! | 3 Jan 55 
N Naval Shipyard, Charleston, 8.C. N29—VI-..-. lacie | 3 Jan 55 
N “— Air Station, Miramar, San Diego, Calif. N47— |____._..-_| | 3 Jan 55 
. j | 
N Norfolk Naval Shipyard, Portsmouth, Va, N27—VI_-|_.._..._-. locas deckiiew 3 Jan 55 
N Philadelphia Naval Shipyard, Phila., Pa. N30—VI__|----------| 2-0 oo | 3 Jan 55 
N Naval Repair Facility, San Diego, Calif. N3—1-VI_-| | 3 Jan 55 
N Naval Air Station, Norfolk, Virginia N32—VI-.- | | ..| 3 Jan 55 
N Naval Air Station, Corpus Christi, Texas N34—VI-.-.}_....___-_- ae 3 Jan 55 
N Naval Air Station, Jacksonville, Florida N36—VI-_-_-.|........._}._...-_.- | 3 Jan 55 
N Puget Sound Naval Shipyd, Bremerton, Wash. | 3 Jan 55 
N38—VI. 
N Construction Battalion Center, Davisville, R. I. i. ..| 3 Jan 55 
| Oeroers ae 
N | Naval Air Station, North Island, San Diego, Calif. | | 3 Jan 55 
N42—VI. 
N Naval Air Station, Quonset Point, R.I. N44—VI_--.-|......--..|_----.-.- _| 3 Jan 55 
N Naval Air Station, Pensacola, Florida N45—VI_.--- | -| 3 Jan 55 
N MCAS, Cherry Point, N.C. N46—VI_------- Ksouwahavite ‘ 3 Jan 55 
i 
ACTION APPROVED BY ASD—DEPARTMENT ADVISED—GROUP IV.—2 
FACILITY OPERATIONS WHICH AREIN PROCESS OF | 
CURTAILMENT | 
Power plants Group 4. Curtailment Pending 2-7: | 
N Charleston Naval Shipyard, Charleston, South |_- ...| 3 Sept 56, 





Carolina OASD memo. 
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Group 4. pee eqenatenet which have been or are to be curtaile +~Continned 


Col. 1 | Col. 2 7 
te a — a - 


Col. 3 Col. 4 Col. 5 


PENDING ASD DECISION GROUP IV.—3 


FACILITY OPERATIONS WHICH HAVE BEEN RECOMMENDED 
FOR CURTAILMENT 


(Sec. 688 Applicable) 2 
Boston Naval Shipya rd, Boston, Massachusetts_.. ; 42 
Cement mixing plants Group 4. Curtailment Pending 
(Sec. 638 Applic: sble) 2: 


“i Chain manufacturing Group 4. Curtailment Pending 
N( X) | 
| 


N Marine Corps Supply Center, Albany, Georgia... 17 
N Marine Corps Supply Center, Barstow, California 15 
Watch, clock, and jewelry repairshops Group4 Curtail- 
ment Pending (Sec. 638 Applicable) 3: 
N(X Norfolk Naval Shipyard, Portsmouth, Virginia. - 13. 4 
N(X Puget Sound Naval Shipyard, Bremerton, Washing- 9.2 
j ton. 
Office equipment repair shops Group 4 Increment: 2 2 
AF Cambridge Research Ctr, Lawrence D. Hanscom Fld, - 10 
Cambridge, Mass. 
Automotive repair shops Group 4 Increment: 2 5 
N Long Beach Naval Shipyard, Long Beach, California |......-.-- 29 
N 126, 
N NAS, Norfolk, Va. N26—II_- Sencdaeds 138 
Tree and garden nurseries Group 4 Increment: 2 2 
N Naval Proving Grounds, Dahlgren, Va. Group 4.....|----..---- l 
Paperboard boxes Group IV—3: 
N 


NSC, Oakland, Calif. N1—VI-_-.. Sictedidlebonedeed 3 


1 Part time. 


APPENDIX III 


AMERICAN ASSOCIATION OF NURSERYMEN, INC., 
Washington, D. C., April 29, 1957. 
SENATE SMALL BUSINESS COMMITTEE, 
Washington, D. C. 


GENTLEMEN : I would like to have included in the record on Government com- 
petition, hearings on which were held recently by the Senate Committee on Small 
Business, the following table relating to the operation of the conservation reserve 
portion of the soil bank. 

It is our view that the funds allocated to the various States for soil bank 
payments, conservation reserve, practice A—7, the tree-planting program, bear no 
relation to the acreage signed up by farmers under this practice. 

The data submitted in the attached sheet was taken from two sources, both 
originating in the Department of Agriculture. On page 708 of the hearings of 
the Interior Department Appropriations Subcommittee for 1958 held before Con- 
gressman Kirwan’s subcommittee in the House a table is inserted showing the 
expenditures approved for expansion of State nursery facilities. This data 
appears in column 1 of the attachment. 

On March 29, 1957, the Department submitted to Congress the report required 
by the Soil Bank Act of 1956 showing the progress made as of March 15, 1957, 
as to signups on all practices including the farm signup on the acreage devoted 
to tree planting programs, practice A-7. This data appears in column 2. 

There are certain wide discrepancies between the acreage signed up and the 
amount of money allocated to the various States. Some of the outstanding 
examples I would like to point out. 

(1) Colorado: $185,355 allocated for expansion of State nursery facilities; 
acreage signed up, 59 acres. 

(2) Utah: $66,381 allocated ; acreage signed up, 20. 

(3) Washington : $192,500 allocated ; acreage signed up, 263. 

(4) Oregon : $194,908 allocated ; acreage signed up 827. 

(5) South Dakota : $235,395 allocated ; acreage signed up 605. 

(6) New Jersey : $12,450 allocated ; acreage signed up 61. 

We have been advised that some of the allocated money is to be spent for 
the purchase of tree seedlings and not for the expansion of State nursery facili- 
ties. If this is so, the question could well be asked why Colorado had been 
allotted $185,355 for the purchase of 59,000 seedlings which it will require to 
plant 59 acres; or why Utah has been given better than $66,000 to purchase 
20,000 seedlings for its 20 acres signed up. 

It is our belief that these tentative allocations for nursery expansion of State 
nursery facilities, which will produce as a result of Federal funds an increased 
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competition with the nursery industry in these States, bear no relationship to 
the interest of farmers in tree planting programs under the soil bank practice 
A-7. There is only one section in the entire country where commercial concerns 
cannot produce all of the seedlings needed for this soil-bank practice and that is 
the Southeast and Deep South. In these areas Federal help may be needed to 
the States to produce the seedlings required as the signup in this area of the 
country is exceptionally large. 

It is repeatedly stated in correspondence to Members of the Congress that last 
year commercial nurserymen produced only 77 million seedlings suitable for this 
purpose. This figure is based on a figure arrived at by the Forest Service, USDA, 
as a result of an incomplete survey. I would like to point out that a recent 
survey conducted by the State of Michigan Department of Agriculture indicates 
that there are approximately 58 million seedlings suitable for this purpose being 
grown in commercial nurseries in that State alone in 1957, which will be avail- 
able for fall 1957 and spring 1958 planting. Michigan has been allocated $181,475 
for the construction of a new nursery facility in that State to produce seedlings 
for a signup as of March 15, 1957, of 1,955 acres. This approximately 2,000 
acres will require 2 million seedlings out of the 58 million which are available 
from commercial concerns in that State alone. The figure of the Forest Service 
of 77 million is an entirely erroneous figure as evidenced by the very detailed 
survey made by the State Department of Agriculture of Michigan during March 
and April 1957. 

We appreciate the opportunity of placing this letter and the attached state- 
ment in the record for the consideration of the Senate Small Business Committee. 

Very truly yours, 
RIcHARD P,. WHITE, 
Executive Vice President. 


Funds allocated by States and acreage practice A-7 conservation reserve, as of 
Mar. 15, 1957 


! a 











Expendi- | i] | Expendi- 
tures ap- | | tures ap- 
j proved for | proved for 
expansion | | expansion 
of State | Acreage || | of State Acreage 
nursery tree | nursery tree 
State and region | facilities, | plant- State and region | facilities, plant- 
Interior | ing, Interior ing, 
Depart- A-7 | Depart- A-7 
ment ap- } ment ap- 
propria- propria- 
| tion for | tion for 
| 1958, Pub- 1958, Pub- 
lic Law 708 lic Law 708 
Maine.__-- is Sip Th $128, 450 | 2, 844 South Carolina 66, 208 
New Hampshire-..__---..--- 51, 347 81 Georgia 135, 534 
Vermont. -- ‘ 90, 453 1, 050 Florida. 41, 564 
Massachusetts... ____--- ) . - 
Rhode Island_.- . aa ‘ | South Atlantic. _. 776, 236 260, 72% 
Connecticut. - ; 10 
New York_____- J 135, 650 5, 976 Kentucky- 8&5. 500 662 
New Jersey ._...--- - 12, 450 61 || Tennessee_ 1 6, 151 
Pennsylvania_.........--- 90, 000 341 || Alabama_ 149,125 | 24, 123 
- - -——— —- Mississippi 382, 490 9, 035 
North Atlantic. ----- 508, 350 10,363 | Arkansas 159, 300 7, 407 
=< ==os os Louisiana _ .- 257, 675 8 148 
CI hs dati eaten ay itp (1) 147 || Oklahoma 66, 450 240 
Indiana. -_. ___- 3 | Q 284 Texas__-_- 359, 062 16, 780 
Illinois... ai <F 31, 600 931 — 
Michigan__.___.._-.-- 1, 944 South Central 1, 459, 602 72, 546 
Wisconsin ie ae 8, 255 
Minnesota... 5, 472 || Montana i) t 
ok. ee 247 || Idaho-__- (1) 269 
OO, eae 676 Wyoming. .-_-. ; 
North Dakota...........-. 80, 000 570 || Colorado... _- ; 185, 355 59 
South Dakota..............| 235, 395 | 605 || New Mexico-.--- 4 
IR cn cnn nn nied! ) 164 Arizona_._- 
ar Sm os lesbo dese toal 58 Utah._.. ss 63, 381 20 
| —_—_|———- || Nevada_... 30, 406 
North Central______- | 1,104, 136 19, 353 || Washington_.- 192, 500 263 
—=———_|$| ———— Oregon. oA 13 194, 908 827 
BOONE og. beiciiie ind nnd hese 44 || California. -- 
saa 27,000 | 600 | —-|— — 
Warmest 220 1, 641 West- s 666, 550 1, 446 
West Virginia_.........._- | 11,000 84 || = ————— 2 
North Carolina... __-_---_-- 95, 130 15,048 |} United States_.-- 4,514,814 | 364,431 





1 Plan to be developed. 
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APPENDIx IV 


[White House press release, Saturday, October 27, 1956] 


THE WHITE HOUSE. 


The President received today the following memorandum from Percival F. 
3rundage, Director of the Bureau of the Budget, on the progress of the adminis- 
tration’s program of eliminating Government business operations which can be 
more practically handled by private enterprise: 


Memorandum to the President: 


During the past 3 years, the administration has conducted an extensive and 
continuing review of Federal commercial-type activities to determine which 
could be handled competitively by private business. As a result, 492 such in- 
stallations have been discontinued or curtailed to date by military and civilian 
agencies. 

The Defense Department alone has decided to discontinue 355 of its com- 
mercial-type activities, including 83 office-equipment repair shops, 79 automotive 
repair shops, 45 tree and garden nurseries, 22 bakeries, 20 cobbler shops, 15 
laundries, 11 cement-mixing plants, 4 coffee-roasting plants, as well as some 70 
others ranging from dry-cleaning plants to a tire-retreading shop. 

The civilian agencies have decided to discontinue or curtail 187 of their com- 
mercial-type installations, including 76 bakeries, 21 ice-manufacturing plants, 20 
surgical and orthopedic appliance units, and 15 ice-cream plants. In addition, 
they have turned back to the United States Treasury well over a billion dollars 
through the liquidation of the Reconstruction Finance Corporation and the sale 
to private industry of such Government-operated ventures as synthetic-rubber 
plants, the Inland Waterways Corporation, the PWA-built Bluebeard’s Castle in 
the Virgin Islands, the Island Trading Corporation of Guam, and many others. 

In each case, the decision to discontinue or curtail a commercial-type activity 
was made only after a careful and thorough review. The criterion was simple: 
Is it in the public interest to discontinue this activity? While in general it is 
in the best public interest for the Government to meet its needs from private 
industry, wherever possible, there were some instances where this was not found 
to be either practical or economical. 

In some of these cases, the product or service was not available on a com- 
petitive basis in the location where the agency needed it; in other cases, secu- 
rity was involved or the activity was an indispensable part of some basic 
Government function. For example: 

1. The operation of small carpentry shops to perform miscellaneous jobs for 
a number of agencies could have been contracted out to private firms only at 
disproportionate cost and impairment of operating efficiency. 

2. The manufacture of printing ink by the Bureau of Engraving and Printing 
was considered necessary to insure quality control and to protect against the 
counterfeiting of currency. 

3. The production of experimental prototypes by the National Advisory Com- 
mittee for Aeronautics was an inseparable part of the agency’s research and 
development program. 

In acting thus on the basis of the public interest, the decision to continue or 
discontinue an activity does not depend exclusively on whether the product or 
service can be produced cheaper outside the Government. As a general guide, 
the policy was adopted that the apparent cost of a particular product or service 
will not be a deciding factor Where adequate competition exists. This policy 
was decided upon for the following reasons: 

1. The cost of Government operations are not comparable with corresponding 
business costs. The Government, for example, pays no income taxes and 
operates its own tax-free facilities, thereby keeping costs down. 

2. Government accounts are not kept in the same manner as business accounts, 
s0 that a comparison of the operating costs of Government versus business, for 
example, is not only difficult but often misleading. 

3. Above all, the decision whether to continue or discontinue a Government 
activity solely on an apparent cost basis runs counter to our concept that the 
Government has ordinarily no right to compete in a private enterprise economy. 

To date, the results of the program demonstrate that the administration 
is providing new business for private firms instead of competing with them; is 
restoring Government facilities to local and State tax rolls insead of using 
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tax-free facilities; is concentrating on its major tasks of Government, such as 
defense, security, and welfare, instead of such secondary activities as coffee 
roasting, biscuit baking, and ice-cream production. 

The next goal: to review the “services” performed by civilian agencies, such 
as laundries, commercial photography, custodial services, duplicating and photo- 
stating services, and others to determine which could be handled competitively 
by private business. As in the past, the criterion will be: Is it in the public 
interest? 

PERCIVAL F.. BRUNDAGE, 
Director of the Bureau of the Budget. 


APPENDIX V 
RE DISCONTINUANCE OF PAINT MANUFACTURE BY THE NAVY PAINT PLANTS 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington 25, D. C., June 4, 1957. 
Hon. Epwarp J. THYE, 
Select Committee on Small Business, 
United States Senate. 

DeaR SENATOR THYE: In accordance with your request, I am forwarding here- 
with a copy of the letter which the Secretary of Defense sent to the Secretary of 
the Navy requesting the discontinuance of the manufacture of paints hy Navy 
paint plants, which was discussed at the recent hearing of the Senate Small 
Business Committee. 

If I can be of further assistance, do not hesitate to let me know. 

Sincerely yours, 
PERKINS McGuIRE, 
Assistant Secretary of Defense (Supply and Logistics). 


THe SECRETARY OF DEFENSE, 
Washington, May 15, 1957. 
Memorandum for the Secretary of the Navy. 
Subject: Commercial and industrial activities review program (paint manufac- 
turing) 
References: (a) OASD (S&L) memo to ASTSECNAYV (MAT) dtd Feb 14, 1956 
(b) ASTSECNAV (MAT) memo to ASD (S&L) dtd March 28, 1956 

In response to reference (a), it was stated in effect by reference (b) that the 
restudy of considerations relative to the Navy manufacture versus commercial 
procurement of paint was not warranted, based on the belief that all informa- 
tion had been compiled upon which a determination in connection with the future 
procurement of paints could be made, Salient points presented in reference (b) 
are: 

(a) The potential capabilities of commercial sources to meet all Navy require- 
ments for paint is acknowledged. 

(b) Based on the evaluation by the Navy, it was not considered advisable to 
depend on commercial sources for special paints which are currently produced by 
Navy facilities because: 

(1) Use of competitive bidding and making awards to the low bidder would 
require expansion of Navy inspection and quality control functions on a 
national basis, and 

(2) By subsidizing commercial plants and providing special facilities and 
technical assistance, satisfactory paint could be assured from commercial 
sources, but such an arrangement would not be desirable and would be sub- 
ject to criticism. 

The acknowledged capability of commercial sources to meet all Navy require- 
ments for paint is further substantiated by the inclosed report. This report 
indicates that commercial suppliers have the capability and are willing to pro- 
duce special paints to meet Navy requirements. Substantiated evidence has not 
been reported which would indicate that commercial sources could not satis- 
factorily supply such special paints. To the contrary, there would appear to be 
a number of paints in use by the Departments of the Army and Air Force as 
well as other Government agencies and private enterprises, which have similar 
exacting specifications to meet special requirements. Inasmuch as paint manu- 
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facturing facilities have not been established by the other military departments 
or other Government agencies, it would be reasonable to conclude that exacting 
specifi ations for paints are being met by the paint industry. It is further noted 
that military procurement provisions of the armed services procurement regu- 
lations furnish adequate safeguards to confine procurement to qualified sup- 
pliers. Recent meetings with representatives of the Department of the Navy 
indicate that there have been no additional considerations which would alter 
the findings expressed above. 

Accordingly, it is concluded that paints now authorized for production in the 
Navy paint manufacturing facilities at Norfolk and Mare Island shipyards can 
be satisfactorily procured from commercial sources on a competitive basis, and 
that the manufacture of paints at these Navy facilities should be dicontinued. 

This determination to discontinue the manufacture of paints by Navy paint 
plants is not intended to ors lude continued aggressive research and develop- 
ment explorations by the Navy in the development of new and improved paints. 
However, research and development activities are to be confined to laboratory 
type work and produce tion runs shall be procured from private enterprise. 

In connection with Navy paint research and development activities, it is re- 
quested that these ac tivities be consolidated at one geographic location. It is 
also requested that closer liaison be maintained between the Navy and the paint 
industry to effect a closer cooperative effort for the exchange of ideas in order 
that all our resources devoted to advancing the state of this art will be ef- 
fectively utilized. 

It is requested that a schedule to effect (a) the discontinuance of Nayy paint 
manufacturing operations and (b) the consolidation of paint research and de- 
velopment activities be submitted to the Assistant Secretary of Defense (Sup- 
ply and Logistics) no later than 30 days from the date of this memorandum. 
It is suggested that the schedule for phasing out of paint manufacturing opera- 
tions be discussed with representatives of the paint industry in order to assure 
that a mutual understanding and a cooperative effort is established to imple- 
ment this action on an expeditious and economical basis, keeping in mind the re- 
quirements of the Navy and the capability of industry to fulfill these require- 
ments. 

The following tabulation is provided which indicates the number of personnel 
engaged in and space devoted to Navy paint manufacturing and research and 
development activities as of March 1957. It is desired that the schedule to be 
developed in accordance with the foregoing paragraph include information as to 
what portion of these personnel and facilities will be retained, 


Mare | Phila- Navy 
Island | Norfolk delphia Department, 
Washington 


Personnel: J E 
Civilian personnel currently engaged in paint | 


manufacturing operations. -. | 43 44 0 0 
Civilian personnel currently engaged in paint | 

research and development activities (labora- | 

QOPe CIID): fisiccsaes orice dencenns deat esentnogieyte 4 4 | 5 146 

Space: ! 

Space currently devoted to storage of raw material | | 

DOP ON. ik 6 aE Ge cee dabetisei | (2) 3 59, 357 | 0 0 
Space currently devoted to manufacture of paints_| 3 63,079 3 55, 980 0 0 
Space currently devoted to paint research and | 

development (laboratory only) - -- é< 35,115 | 35,345 33,150 0 


- vEAIB! 124 ; tn Bim Steet | 


1 No military personnel engaged in this activity. 


2 Tank 602,400 gallons and 19,765 square feet. 
3 Square feet. 


(Signed) C. E. Witson. 
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APPENDIX VI 
(a) 
ALUMINUM SWEATING ACTIVITIES OF THE DEPARTMENT OF DEFENSE 


Staff Statement—Senate Small Business Committee 





In its annual report for the first session of the 83d Congress, the Senate Com- 
mittee on Small Business presented the following conclusions and recommenda- 
tions in regard to federally operated aluminum sweating furnaces: 

“On the basis of the testimony taken at the hearing and on the basis of all 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitutes un- 
necessary and unjustifiable competition with private enterprise. Your committee 
recommends that the Defense Department take steps immediately to remove the 
Government from competition with private industry in the operation of aluminum 
sweating furnaces.” * 

Because of the previous hearings and recommendations in this field, the sub- 
committee was particularly interested in references during the April 16, 1957, 
hearing to aluminum sweating. 

Information in appendix II of this record indicates that the Air Force has 
failed to take any positive action upon the committee’s recommendation and 
that the Navy has halted operations of only 2 of its 4 aluminum sweating 
furnaces. These results led the committee staff to question the Department of 
Defense upon its failure to order the closing of seven furnaces. The inquiry 
revealed that the services rely on the same timeworn, insupportable grounds for 
these operations that compete with private enterprise. 

The following letter presents the Defense Department viewpoint on operation 
of the furnaces: 


(b) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington, D.C., May 20, 1957. 
Mr. WILLIAM D. AmIs, 
Senate Select Committee on Small Business, 
131 Indiana Avenue NW., Washington, D.C. 

DEAR Mr. Amis: This letter is in reply to your inquiry by telephone as to the 
reasons why the continued military operation of seven aluminum sweating activi- 
ties was found necessary. 

As you know, the operation of the aluminum sweaters has been studied very 
carefully by the military departments. While there are certain security factors 
which apply in varying degrees as different types of scrap are processed, such 
as the demilitarization of planes, basically it has been found that scrap aluminum 
sold in bulk and unprocessed, brings small monetary return due to high freight 
costs involved. Since only approximately 15,900 pounds of airframe parts can 
be loaded into a gondola type of car which carries a minimum rate for 40,000 
pounds, purchasers’ bids would be relatively low in order to compensate for 
the high freight costs. In most cases, shipments of aluminum scrap are made by 
rail freight since this is considered to be the most suitable for the usual distances 
to a smelting plant. Loading of aluminum scrap involves considerable effort to 
load the cars with the greatest possible weight. On the other hand, the loading 
of palletized aluminum ingots is a comparatively inexpensive operation. As in- 
dicated above, smelting at the military installation provides for disposition of 
classified material on which demilitarization is required, prior to disposal, for 
security reasons. 

For these reasons, the military departments are continuing the segregation and 
sweating of aluminum scrap at the seven activities. 

I trust that the above information will be helpful. If this office can be of 
further assistance, please feel free to call upon us. 

Sincerely yours, 
G. A. TUCKER, 
Director for Production Policy. 





1 Annual Report (S. Rept. 1092), 83d Cong., 2d sess., Mar. 25, 1954, p. 138. 
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Upon receipt of the above letter, the committee requested the National Associa- 
tion of Waste Material Dealers, Inc. to comment upon it. Thereafter this trade 
association submitted the statement below : 


(c) 
ALUMINUM SWEATING 


Statement From the National Association of Waste Material Dealers, Inc. 
(June 13, 1957) 


There is not now, nor has there been in the past, any justification for the 
Department of Defense to own and operate aluminum sweating furnaces. The 
operation of such furnaces is purely a business type operation which can, and 
should, be handled by taxpaying private enterprise. 

During 1953 and 1954, in response to complaints from private industry, the 
Select Committee on Small Business of the United States Senate made a detailed 
investigation of the aluminum sweating activities of the Navy and Air Force. 
At that time the Navy operated aluminum sweating furnaces at naval air stations 
at Jacksonville, Norfolk, Alameda, and San Diego, and the Air Force operated 
furnaces at Tinker, McClellan, Williams, Holman, and Kelly Air Force Bases. 

In its annual report issued on March 24, 1954, the committee reported its 
findings and recommended as follows: 

“On the basis of the testimony taken at the hearing and on the basis of all 
information contained in the files, your committee concludes that the operation 
of aluminum sweating furnaces by the Navy and the Air Force constitutes 
unnecessary and unjustifiable competition with private enterprise. Your com- 
mittee recommends that the Defense Department take steps immediately to 
remove the Government from competition with private industry in the operation 
of aluminum sweating furnaces.” 

The small aluminum sweating operations of the Navy at Jacksonville and 
Alameda are the only ones which have been discontinued since the above recom- 
mendation was made by the Sgnate committee more than 3 years ago. The Air 
Force has continued to operate sweating furnaces at 5 Air Force bases and 
the Navy has continued to operate sweating furnaces at 2 naval air stations. It 
is reported that the furnace at Kelly Air Force Base was rebuilt and enlarged 
during 1953 and 1954. 

The Director for Production Policy, Office of the Assistant Secretary of Defense, 
in a letter of May 20, 1957, to the Senate Select Committee on Small Business 
endeavored to justify the continued operation of the 7 aluminum sweating 
activities by the Department principally on the basis of savings to the Govern- 
ment, and demilitarization. These claims were previously presented to the Senate 
Small Business Committee by officials of the Department of Defense at a public 
hearing held on September 28, 1953, and after hearing the testimony of officials 
of 5 companies operating privately owned aluminum sweating furnaces, and 
after a thorough investigation, the committee reached the conclusion that the 
Department has not made a case that justified continued operation of any of the 
9 aluminum sweating furnaces operated by the Navy and Air Force. 

The present argument of the Defense Department regarding high freight costs 
and minimum loading is completely without factual basis. At the time of the 
committee’s study of aluminum sweating operations of the Department there 
were from 1 to 13 privately owned furnaces suitable for sweating aluminum 
scrap within practical trucking distance of each of the 9 locations where the 
Department was operating aluminum sweating furnaces. In some cases, the 
privately owned furnaces had been constructed adjacent to the base or field where 
the scrap was generated. 

Operators of privately owned aluminum sweating furnaces are prepared to 
bid on, and to pick up the wrecked aircraft scrap in the form it is generated. 
from complete airplanes, wings and fuselages, down to parts, engines, etc., of 
any size or condition. The scrap warranty clause in the sales contract, which 
requires that the scrap be used as a raw material, assures complete demilitariza- 
tion of military aircraft and parts available for sale, as required by the basic 
policy of the Department of Defense, without any cost to the Government for 
demilitarization. 

More privately owned aluminum sweating facilities would be established in 
areas where the Department now operates furnaces if the Government would 
relinquish its monopoly on the Government generated scrap and sell it on com- 
petitive bids. 
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The attempt of the Department of Defense to defend its aluminum sweating 
operations on the contention that such operations result in a profit for the Gov- 
ernment is not consistent with the facts. An analysis of available operating 
data demonstrates that the Government’s aluminum sweating furnaces are being 
operated at a loss to the taxpayers and that the Government can realize a larger 
net return from its aluminum scrap by selling it as scrap than by sweating it 
into aluminum pig, and selling the aluminum pig. 

It should also be kept in mind that no taxes are paid by the Government 
operations and they displace taxpaying private industry which has the facilities 
and should sweat the scrap. 

Aluminum pig is not used by the Department of Defense or by any branch 
of the Federal Government. All aluminum pig produced by the Department 
of Defense is sold on the open market. There is no more justification for the 
Department of Defense to produce aluminum pig in competition with private 
industry than for it to produce deoxidizing aluminum ingot, casting aluminum 
ingot, or other items made from aluminum scrap. 

Even if the Department of Defense could show a paper profit in its aluminum 
sweating operations, the few dollars, profit to the Government would not justify 
the injury inflicted on the privately owned and operated aluminum sweating 
industry which is presently in a depressed condition due, in part, to subsidized 
Government competition by the seven Government-operated aluminum sweating 
furnaces. 

The continued operation of the remaining seven aluminum sweating furnaces 
by the Government is not consistent with the recommendations of the com- 
mittee, or the announced policy of the administration to get the Government out 
of business. They should be discontinued forthwith. 


x 








